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Federated  Department  Stores,  Inc.,  is  a  diversified  retail 
firm  serving  customers  across  the  nation  through  its 
department  and  specialty  stores,  mass  merchandising  stores 
and  supermarkets.  The  corporation  includes  eighteen 
operating  divisions  that  have  some  500  stores  in  the  major 
retail  markets  of  thirty  states.  Each  of  our  strong  franchises 
operates  on  a  decentralized  basis  and  reflects  the  needs  of 
the  people  it  serves  in  the  merchandise  it  sells,  its  store  at¬ 
mosphere,  its  personal  service,  and  its  community  involve¬ 
ment  Federated’s  stores  are  highly  marketing-oriented,  with 
each  positioned  to  offer  a  specific  range  of  merchandise  and 
services  to  a  demanding  and  dynamic  consumer  group. 
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Letter  to  Shareholders 


Dear  Fellow  Shareholders: 

1982  was  a  disappointing  year,  despite  record  fourth  quarter 
earnings.  Earnings  for  the  year  were  negatively  influenced 
by  four  key  factors: 

•  Below-standard  operating  results  at  some  divisions 

•  Weak  demand  for  consumer  goods  until  well  into  the  fourth 
fiscal  quarter 

•  Extension  of  the  recession  to  areas  of  the  country  not  pre¬ 
viously  affected  by  the  economic  downturn 

•  Costs  of  ambitious  expansion  programs  that  included  both 
long-planned  strategic  moves  and  opportunistic  acquisitions 
of  stores  to  strengthen  the  position  of  existing  divisions 

For  the  year  ended  January  29, 1983,  earnings  were 
$232.8  million,  or  $4.79  per  share,  a  decrease  of  9.9  percent 
from  the  $2583  million,  or  $533  per  share,  earned  in  the 
year  ended  January  30, 1982. 

Sales  in  fiscal  1982  increased  to  $7,698.9  million,  an  improve¬ 
ment  of  8.9  percent  over  the  $7,067.7  million  recorded 
for  1981 

Four  quarterly  dividends  of  52.5  cents  per  share  of  common 
stock  were  paid  during  fiscal  1982.  In  March  of  this  year,  the 
company’s  directors  voted  to  increase  the  quarterly  dividend 
payable  April  29  to  55  cents.  This  will  be  the  210th  consecutive 
dividend  paid  since  October  1931  and  will  bring  the  annualized 
dividend  rate  from  $2.10  per  common  share  to  $2.20. 

Behind  the  Figures 

The  economic  downturn  that  began  to  affect  our 
businesses  in  the  late  fall  of  1981  further  weakened  demand 
for  consumer  goods  in  the  first  three  of  the  four  fiscal 
quarters  of  1982. 
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Quarter-by-Quarter  Results 


SI  82  SI  82  SI  82  SI  82 

First  Quarter  Second  Quarter  Third  Quarter  Fourth  Quarter 

Our  divisions  sought  to  stimulate  sales  in  this 
progressively-worsening  environment.  Our  efforts  to  use 
aggressive  promotions  to  induce  higher  sales  and  correspond¬ 
ingly  aggressive  inventory  management  to  support  the  pro¬ 
motions  did  not  produce  additional  business  to  the  extent  that 
we  had  anticipated.  The  result  was  lower  than  normal  gross 
margins  for  our  department  and  specialty  stores  as  a  group  and 
reduced  earnings  for  this  important  segment  of  our  business. 

Additionally,  unlike  economic  downturns  in  the  recent 
past,  the  recession  in  1982  spread  to  formerly  robust  areas  of 
the  Southeast,  Southwest  and  far  West.  The  result  of  this 
change  in  economic  climate  from  that  of  the  previous  year 
was  a  slowdown  in  both  sales  and  earnings  gains  in  geo¬ 
graphic  areas  that  had  been  providing  our  company  with 
substantial  growth.  Divisions  operating  in  Florida,  Houston, 
Tucson  and  southern  California  were  particularly  affected. 
Slumping  tourism,  resulting  from  increased  strength  of  the 
dollar  relative  to  other  currencies  and  a  world- wide  reces¬ 
sion,  along  with  successive  peso  devaluations  and  declining 
oil  prices,  were  contributing  factors. 

On  the  other  hand,  performance  of  divisions  in  the  north¬ 
eastern  part  of  the  country  continued  at  a  relatively  strong 
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level,  and  performance  of  divisions  in  parts  of  the  Mid-South 
and  Midwest  improved  toward  the  end  of  the  year. 

Especially  noteworthy  in  1982  were: 

•  The  significantly  improved  performance  of  our  Gold  Circle 
mass  merchandising  division.  Gold  Circle  led  Federated  in 
existing  store  sales  increases  in  1982.  The  division  is  finding  it 
can  realize  good  returns  in  geographic  areas  in  which  retail 
sales  are  growing  at  a  rate  below  that  of  the  national  aver¬ 
age,  but  retail  space  has  shown  a  significant  decline. 

•  Continued  improvement  of  Abraham  and  Straus.  Operat¬ 
ing  profit  at  Abraham  and  Straus  showed  important  growth 
in  1982  for  the  second  year  in  a  row,  and  the  division  im¬ 
proved  its  competitive  position  in  each  of  the  markets  in 
which  it  operates. 

•  Significant  improvement  again  this  year  of  Rich's.  Rich’s 
has  been  working  since  the  1976  merger  with  Federated  to 
bolster  its  financial  performance.  1982  earnings  were  more 
than  80  percent  higher  than  those  of  1977,  the  first  full  year 
as  a  Federated  division.  Earnings  as  a  percent  of  sales  have 
increased  by  almost  50  percent  since  1979,  indicating  the 
progress  made. 

•  Continued  solid  performance  at  Ralphs,  our  supermarket 
division.  Ralphs  withstood  the  effects  of  a  slumping  southern 
California  economy,  intensive  price  competition  and  the 
costs  of  an  aggressive  expansion  program,  without  seriously 
affecting  its  internal  return  on  investment.  Two  key  acquisi¬ 
tions  of  existing  properties  for  Ralphs,  described  in  the  next 
section  of  this  letter,  are  expected  to  leverage  profitability  by 
reducing  the  division’s  over-all  expense  ratios.  Ralphs  plays 
an  important  stabilizing  role  in  our  earnings  in  the  first  half 
of  the  year  because  its  profitability  is  relatively  insensitive  to 
seasonal  fluctuations. 

•  The  relative  sales  strength  of  our  lines  of  business  in  a 
recessionary  economy.  Neither  our  company  nor  retailing  in 
general  enjoyed  a  particularly  good  year  in  1982.  But  as  the 
chart  on  the  next  page  indicates,  the  types  of  business  which 
represent  the  bulk  of  our  sales  and  earnings  —  department 
and  specialty  stores  and  upscale  mass  merchandisers  —  fared 
considerably  better  in  each  fiscal  quarter  than  did  the  general 
merchandise  industry  as  a  whole.  In  turn,  these  two  seg¬ 
ments  of  our  own  company  experienced  sales  increases 
greater  than  those  of  this  type  of  business  as  a  whole  for 
three  of  the  four  quarters  of  1982.  The  relatively  strong  per¬ 
formance  of  the  kinds  of  business  we  are  in  is  continued  evi¬ 
dence  of  the  underlying  strength  of  our  company  in  a 
recessionary  economy,  as  well  as  over  the  long  term. 

Interest  expense  in  1982  was  $96.8  million,  compared 
with  $67.0  million  in  the  previous  year.  Increased  interest  ex¬ 
pense  reflected  the  capital  needs  of  an  aggressive  expansion 
program  and  high  interest  rates  for  most  of  the  year.  Addi¬ 
tionally,  interest  expense  had  been  mitigated  in  1981  by  the 
receipt  of  proceeds  from  the  sale  in  late  1980  of  two  of  our 
shopping  center  properties. 
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Building  for  the  Future 

The  financial  impact  of  our  planned  aggressive  expansion 
program  and  the  opportunistic  acquisition  of  properties  to 
strengthen  certain  of  our  divisions,  which  put  into  place 
4,567,000  square  feet  of  retail  space,  an  8.5  percent  increase 
in  1982,  was  a  major  negative  influence  on  earnings  for  the 
year.  Expenses  connected  with  the  opening  of  new  stores, 
including  the  conversion  of  newly-acquired  stores,  interest 
expense  and  transfer  of  sales  to  newly-opened  stores  from 
previously  existing  stores  in  the  same  general  sales  areas 
were  contributing  factors.  As  a  comparison,  in  1981  we 
added  1,536,000  square  feet  of  retail  space,  net  of  operations 
terminated,  a  2.9  percent  increase. 

While  the  effect  on  current  earnings  of  these  items  was 
negative,  they  represent  an  investment  that  we  expect  will 
enhance  earnings  in  the  future. 

A  total  of  seventeen  new  department  stores  was  opened  in 
1982.  An  additional  twenty-one  mass  merchandising  stores 
and  twenty  new  supermarkets  were  operating  in  1982.  Since 
the  acquisition  in  March  of  1982  of  The  Children’s  Place,  six¬ 
teen  new  children’s  apparel  stores  and  eight  outlet  stores 
were  opened  by  the  new  division. 

Included  in  the  new  stores  were: 

•  Seven  stores  in  the  Buffalo,  New  York,  area,  formerly  op¬ 
erated  by  Twin  Fair,  Inc.,  and  now  operated  by  Gold  Circle, 
acquired  last  August  when  we  completed  acquisition  of 
Twin  Fair  Distributors  Corporation  from  Twin  Fair,  Inc. 

•  Seventeen  Market  Basket  supermarkets  acquired  from  The 
Kroger  Co.,  also  in  August.  The  stores,  all  in  southern 
California,  are  now  operated  as  Ralphs,  our  Los  Angeles- 
based  supermarket  division. 

In  October  we  completed  the  leasing  from  FedMart  Cor¬ 
poration  of  ten  supermarkets  and  five  sites  for  supermarkets, 
all  of  which  are  located  in  the  San  Diego  area.  The  stores, 
which  will  be  extensively  remodeled,  and  new  supermarkets 
to  be  built  on  the  sites  will  be  operated  under  Ralphs’  name 
and  are  scheduled  to  open  in  1983. 

During  1982  three  new  shopping  malls  were  opened  by 
Federated  Stores  Realty,  Inc.:  The  Foothills,  in  Tucson, 
Arizona;  Willow  Grove,  in  suburban  Philadelphia, 


Donald  J.  Stone,  Vice  Chairman 


Will  M.  Storey,  Vice  Chairman 


Pennsylvania;  and  Pasadena  Town  Square,  in  Pasadena, 
Texas.  Each  of  these  malls  includes  at  least  one  Federated 
department  store. 

Asset  Management 

Our  company’s  financial  strategies  are  under  constant  re¬ 
view  by  management.  The  strong  financial  position  we  enjoy 
has  always  enabled  us  to  adapt  our  strategies  quickly  and  ef¬ 
fectively  to  changing  circumstances. 

Consistent  with  this  and  our  continuing  emphasis  on  asset 
management  to  increase  the  value  of  our  shareholders’  in¬ 
vestment  is  an  on-going  assessment  of  what  can  best  be 
called  the  productivity  of  our  financial  resources.  We  want  to 
see  our  investment  dollars  employed  where  they  will  be 
most  productive  in  generating  maximum  return  on  equity 
over  the  long  term. 

An  example  of  our  efforts  to  support  this  strategy  is  the 
formation  of  joint  ventures  with  JMB  Realty  Corporation  of 
Chicago,  which  was  announced  last  December. 

Under  the  terms  of  the  agreement,  Federated  will  transfer 
to  the  joint  venture  its  interest  in  five  shopping  centers  that 
are  under  development  or  currently  planned  for  develop¬ 
ment.  Ownership  of  existing  shopping  centers  developed  and 
managed  by  Federated  Stores  Realty  remains  with  Federated, 
but  they  will  be  managed  by  the  new  company.  The  em¬ 
ployees  of  Federated  Stores  Realty  will  be  employees  of  the 


Retailing  Sales  Performance  in  a  Recessionary  Economy  (percent  changes  19SI-S2) 


Federated  General  Merchandise  Divisions  — 
department  and  mass  merchandise  divisions' 

All  department  stores  —i.e.,  conventional,  cham, 
catalogue  and  mass  merchandise  stores" 

General  merchandise  retail  stores  —all 
kmds  of  stores  selling  all  department  store-type 
goods,  i.e.,  apparel,  furniture,  jewelry, 
general  merchandise,  etc." 


'Excluding  discontinued  operations,  a  new  division  acquired  durmg  1982,  and  finance  charge  revenues 
"Source:  U.S.  Bureau  of  Census  (3-1-83) 
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new  joint  venture  company  but  will  remain  in  their  present 
Cincinnati  location,  which  will  become  the  headquarters  of 
the  new  company. 

This  move  is  designed  to  relieve  us  of  future  capital  invest¬ 
ment  requirements  for  development  of  the  centers  while 
allowing  us  to  participate  in  future  income  generated  by  them. 

Financial  Policy 

It  is  our  company’s  policy  to  finance  our  stores  and  base- 
level  working  capital  with  long-term  debt  and  to  reserve 
short-term  debt  for  seasonal  working  capital  needs.  It  is  also 
our  policy  to  convert  short-term  debt  to  long-term  debt  at 
times  of  favorable  interest  rates,  an  important  consideration 
given  the  high,  but  frequently  fluctuating,  rates  of  the  last 
several  years.  In  light  of  our  company’s  sound  financial  posi¬ 
tion,  our  debt  offerings  continue  to  enjoy  a  credit  rating  as 
high  as  any  retail  firm  in  the  country. 

In  support  of  our  policy,  during  1982  we  converted  $150 
million  of  short-term  indebtedness  to  long-term  debt  in  the 
form  of  three-year  extendable  notes  having  a  maximum 
maturity  of  fifteen  years.  The  notes  will  mature  on  July  15, 
1997,  unless  repaid  or  redeemed  earlier.  The  company  may 
call  the  notes  during  the  third,  sixth,  ninth  and  twelfth  years 
and  the  notes  may  be  repaid  at  the  option  of  the  holder  at  the 
end  of  the  third,  sixth,  ninth  and  twelfth  years. 

Additionally,  the  company  last  October  filed  a  shelf  regis¬ 
tration  statement  with  the  Securities  and  Exchange  Commis¬ 
sion  for  up  to  $300  million  of  debt  securities  that  are  planned 
to  be  offered  in  one  or  more  sales  at  terms  to  be  determined 
at  the  time  of  each  sale. 


Norman  S.  Matthews, 

Executive  Vice  President 


Management  Changes 

A  number  of  important  management  changes  occurred 
during  the  past  year. 

At  the  annual  meeting  of  shareholders  on  May  27, 

Ralph  Lazarus  announced  that  he  was  stepping  down  as 
chairman  of  the  company  after  more  than  46  years  of  serv¬ 
ice.  He  was  reelected  a  director  of  Federated  by  the  share¬ 
holders  and  elected  chairman  of  the  executive  committee 
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of  the  board,  succeeding  Harold  Krensky,  a  former 
president  of  Federated,  who  had  retired. 

Howard  Goldfeder,  president  and  chief  executive  officer 
of  the  company,  succeeded  Mr.  Lazarus  as  chairman  of  the 
board.  The  shareholders  were  told  at  the  annual  meeting  that 
Federated  would  henceforth  be  led  by  an  office  of  corporate 
principals,  which  now  includes  himself  and  vice  chairmen 
Donald  J.  Stone  and  Will  M.  Storey.  Mr.  Storey  joined 
Federated  in  1982  as  its  chief  financial  officer.  He  was  elected 
a  director  and  a  vice  chairman  at  the  May  27  meeting  of  the 
board.  Mr.  Storey  had  served  as  executive  vice  president 
and  chief  financial  officer  of  Boise  Cascade  Corporation, 
Boise,  Idaho,  before  coming  to  Federated. 

Norman  S.  Matthews,  who  had  been  chairman  and  chief 
executive  officer  of  Gold  Circle,  was  elected  an  executive 
vice  president  of  Federated  in  October. 

The  naming  of  Mr.  Matthews  to  this  post  was  an  important 
move  for  our  company.  Grouped  under  his  supervision  are 
our  supermarket  and  mass  merchandising  divisions,  plus 
Filene’s,  whose  Basement  unit  has  been  among  our  fastest 
growing  operations.  This  grouping  of  divisions  under  the 
supervision  of  a  single  corporate  officer  was  made  in  recogni¬ 
tion  of  the  important  part  we  see  these  businesses  playing  in 
the  future  of  the  company. 

Thomas  G.  Cody  was  elected  senior  vice  president  for  law 
and  public  affairs  in  October.  Mr.  Cody  came  to  Federated 
from  Pan  American  World  Airways  where  he  had  been 
senior  vice  president  and  general  counsel. 

Strong  Position  for  Future 

Recent  months  have  brought  indications  that  conditions 
in  the  national  economy  are  beginning  to  improve.  It  is  our 
opinion  that  the  economy  will  continue  to  improve  slowly 
for  much  of  1983.  We  intend  to  maintain  operating  strategies 
which  will  enable  us  to  maximize  opportunities  presented  by 
a  slowly  recovering  economy  and  at  the  same  time  position 
us  to  leverage  our  performance  in  the  event  business  condi¬ 
tions  improve  at  greater  than  expected  rates. 

The  two  greatest  strengths  of  our  company  are  the  high 
quality  of  our  more  than  124,000  associates  and  our  strong 
financial  position.  It  would  be  difficult  indeed  to  weather  the 
kind  of  economic  recession  we  have  been  suffering  without 
the  diverse  talents  of  a  great  many  highly  professional 
people.  Our  organization  today  is  well  equipped  to  capitalize 
on  the  opportunities  of  the  future. 

Respectfully  submitted, 

Howard  Goldfeder 

Chairman  and 

Chief  Executive  Officer 


Annual  Meeting.  All  Federated  shareholders  are  invited  to  attend  our 
1 983  annual  meeting.  It  will  be  held  at  11:00  a.m.  on  Thursday,  May  26, 
at  Federated’s  headquarters,  7  West  Seventh  Street,  Cincinnati,  Ohio. 
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Strategic  Planning  for  the  ’80s . . . 


Strategic  planning  at  Federated  is  an  essential  tool  in  our  ef¬ 
forts  to  increase  the  value  of  our  shareholders’  investment. 
Our  strategic  planning  process  positions  us  to  anticipate 
change  and  to  plan  our  activities  to  maximize  the  oppor¬ 
tunities  change  presents  us.  Strategic  planning  is  also  a 
mechanism  for  allocating  human  and  financial  resources  and 
for  establishing  performance  standards  that  are  applied  to 
every  holding  in  our  diverse  retailing  portfolio. 

Finally,  strategic  planning  allows  us  to  use  these  standards 
to  manage  a  complex  and  changing  business  in  a  complex 
and  changing  economy. 

Presented  here  are  four  key  elements  of  our  strategic  plan: 
marketing  strategies  to  enhance  merchandising  productivity, 
human  resources  and  organizational  strategies  to  enhance 
individual  productivity,  financial  strategies  built  on  financial 
strength  and  asset  management  to  increase  the  long-term 
value  of  our  shareholders’  investment. 

But  strategic  planning — like  our  company  and  the  envi¬ 
ronment  in  which  it  operates —is  dynamic  rather  than  static 
and  plans  will  change  as  needs  change. 

Marketing  Strategies  to  Enhance 
Merchandising  Productivity 

Federated  divisions  compete  for  the  patronage  of  dis¬ 
criminating,  value-conscious  and  well-informed  consumers 
in  highly  competitive  markets. 

In  keeping  with  our  philosophy  of  decentralized  manage¬ 
ment,  each  of  our  divisions  is  responsible  for  its  own  posi¬ 
tioning  and  for  implementing  strategies  to  assure  that  this 
positioning  is  reinforced  in  every  aspect  of  its  operation, 
from  the  merchandise  it  selects,  through  its  advertising  and 
promotion,  to  the  levels  of  service  it  provides  its  customers. 
With  eighteen  divisions,  strategies  vary  widely  both  because 
of  the  nature  of  the  businesses  themselves  and  because  of 
local  market  conditions.  We  have,  however,  been  working  to 
group  divisions  which  have  similar  characteristics  to  aid 
them  in  the  development  of  profitable  strategies,  particularly 
in  the  merchandising  area. 

Both  experience  and  research  indicate,  for  example,  that 
all  of  our  broadly-based  department  store  divisions  have 
similar  critical  core  departments  that  should  be  operated 
similarly  in  order  to  assure  a  maximum  return  on  investment 
from  them.  Divisions  with  this  characteristic  will  be  asked  to 
ensure  that  they  have  sufficient  assortments  of  desirable 
merchandise  to  maintain  a  leadership  position  in  these  de¬ 
partments  in  the  eyes  of  their  customers  and  to  operate  these 
departments  in  ways  that  we  know  will  produce  good  re¬ 
sults.  Around  these  core  departments,  these  divisions  are 
expected  to  maintain  merchandise  selections  that  are  in  tune 
with  the  character  of  the  store  and  meet  the  needs  of  their 
key  customer  audiences. 

The  size  and  responsibilities  of  our  Merchandise  Services 
have  been  enlarged  to  aid  all  of  our  general  merchandise 
divisions  in  their  efforts  to  bring  differentiation  and  espe- 
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dally  good  values  to  their  offerings.  This  is  done  through 
new  product  development  and  economical  buying. 

We  are  introducing  on  a  significant  scale  into  our  stores 
apparel  carrying  the  names  of  quality  designers  developed 
and  manufactured  espedally  for  our  stores.  The  distin¬ 
guished  English  firm  of  Allen  Solly  and  two  highly-respected 
French  designers,  Cacharel  and  MacKeen,  lead  off  our  ef¬ 
forts.  This  move  is  an  important  innovation  that  we  believe 
presents  our  department  and  spetialty  stores  with  major  new 
opportunities  for  differentiation.  Merchandise  Services  also 
offers  our  stores  economies  in  purchasing  such  fashion- 
predictable  items  as  sheets  and  towels,  hosiery  and  men’s 
shirts  which  are  stocked  by  many  of  our  department  store 
divisions.  The  objective  here  is  to  allow  our  stores  to  offer 
their  customers  excellent  values  at  desirable  price  points. 
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Our  mass  merchandising  divisions  are  similarly  value- 
oriented.  Both  are  highly  price-competitive,  but  have  care¬ 
fully  geared  their  merchandise  selection,  advertising,  tasteful 
store  interiors  and  locations  to  attract  shoppers  who  are  gen¬ 
erally  younger,  more  affluent  and  better  educated  than  what 
our  research  indicates  is  the  typical  customer  of  most  tradi¬ 
tional  discounters.  Both  of  our  mass  merchandising  divisions 
pay  special  attention  to  the  fashion  needs  of  moderate  in¬ 
come  young  families  and  offer  good  selections  of  hardlines 
to  the  same  value-conscious  customer  groups. 

Our  supermarket  division  defines  marketing  as  “the  art  of 
meaningful  differentiation”  from  its  competitors  and  has 
adopted  a  number  of  strategies  to  allow  its  stores  to  do  so.  At 
the  same  time,  the  division  insists  that  each  of  these 
strategies  communicate  value  to  a  broad  range  of  shoppers  in 
a  number  of  highly  price-competitive  geographic  markets  in 
southern  California.  The  division  is  highly  innovative  in  its 
strategies.  For  example,  it  is  a  national  leader  in  the  mer¬ 
chandising  of  generic  products,  offering  in  “plain  wrap”  as 
many  as  500  basic  food  and  non-food  items  of  guaranteed 
quality.  This  strategy,  like  others  it  employs,  meets  both  of  its 
marketing  objectives  of  meaningful  differentiation  from 
competition  and  the  consistent  communication  of  value. 

Whatever  the  target  market  one  of  our  divisions  has 
selected  for  itself,  we  ask  that  it  let  the  needs  and  wants  of 
the  customers  in  its  target  market  set  its  priorities. 

Human  Resources  and  Organizational  Strategies  to 
Enhance  Individual  Productivity 

We  have  strengthened  our  determination  to  make  the  cus¬ 
tomer  and  selling  to  the  customer  the  central  focus  of  all  our 
store  organizations. 

To  accomplish  this  we  are  reorganizing  many  of  our  stores 
to  create  a  selling  organization  with  management  dedicated 
primarily  to  customer  service.  At  the  same  time,  we  are  in 
the  process  of  developing  in  our  merchandising  organiza¬ 
tions  more  challenging  and  more  clearly-defined  career  paths 
in  order  to  increase  the  professionalism  of  each  individual  in 
the  organization  and,  in  this  way,  to  increase  the  effective¬ 
ness  of  each  organization  as  a  whole. 

We  are  also  in  the  process  of  making  detailed  studies  of 
our  sales  supporting  organizations  to  produce  greater  pro¬ 
ductivity  and  efficiency  in  that  vital  part  of  each  of  our 
businesses. 

In  addition,  the  already  strong  awareness  of  our  continuing 
need  for  nurturing  professional  talent  for  the  key  respon¬ 
sibilities  in  our  diverse  businesses  is  reflected  in  more  for¬ 
malized  and  strengthened  development  programs  in  each  of 
our  divisions. 

The  company’s  new  Senior  Management  Institute  is  pro¬ 
viding  high-level  development  for  our  division  management 
and  key  corporate  officers. 

At  Federated,  we  recognize  that  our  ability  to  hire,  train, 
motivate  and  retain  good  people  is  the  single  most  important 
asset  we  possess. 
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Financial  Strategies  Built  on  Financial  Strength... 


Strong  Cash  Flow.  Our  company’s  strong  cash  flow  is  a  major 
corporate  asset.  Federated’s  operations  generated  a  cash  flow 
of  $457.1  million  in  1982,  despite  the  fact  that  we  experi¬ 
enced  a  decline  in  earnings. 


Substantial  Capital  Investment.  A  substantial  portion  of  this 
strong  cash  flow  has  been  invested  in  new  stores.  This  is  an 
investment  in  the  future  of  our  company. 


73  14  75  76  77  7S  79  SO  SI 


Dividends  and  Earnings.  Another  use  of  our  strong  cash  flow 
is  the  payment  of  dividends  to  our  shareholders.  Federated 
has  paid  209  consecutive  dividends  since  1931. 


Debt  to  Equity.  Our  financial  policies  result  in  a  conservative 
amount  of  debt  in  relation  to  our  equity.  Base-level  working 
capital  and  some  of  our  capital  expenditures  are  financed 
with  long-term  debt.  Short-term  debt  is  used  principally  for 
seasonal  working  capital  needs.  In  light  of  our  strong  finan¬ 
cial  position,  our  debt  offerings  enjoy  a  credit  rating  as  high 
as  any  retail  firm  in  the  country. 

s  Equity 


1  Short-term  debt 
7  Long-term  debt 
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Asset  Management  To  Increase  Long-Term  Value  of 
Shareholders’  Investment 

Our  most  recent  strategic  planning  process  included  an 
evaluation  of  present  and  most  likely  future  consumer  shop¬ 
ping  habits  and  a  careful  analysis  of  retail  industry  trends. 
These  studies  led  us  to  two  major  conclusions: 

•  A  reaffirmation  of  our  confidence  in  the  future  of  the  de¬ 
partment  store  as  a  vehicle  for  future  growth 

•  A  conviction  that  no  single  retail  vehicle  is  the  best  way  to 
answer  all  of  the  diverse  needs  of  the  multitude  of  shoppers 
in  this  country 

Therefore,  our  strategic  plan  provides  for  funding  the 
expansion  of  those  divisions  with  profitable  opportunities 
within  each  business  segment. 

We  are  continuing  to  expand  those  of  our  department  and 
specialty  store  divisions  for  which  we  can  project  a  high 
internal  return  on  investment  from  expanded  operations. 

This  includes  expansion  of  our  off-price  operations  —  a 
part  of  our  department  and  specialty  store  segment —to 
capitalize  on  a  consumer  interest  in  this  type  of  retailing. 
Filene’s  Basement,  one  of  the  oldest  off-price  retailers  in  the 
country,  opened  three  stores  on  Long  Island  in  August  1982, 
and  major  expansion  is  planned  for  this  operation  in 
the  future. 

Last  year,  we  added  to  both  our  specialty  store  business 
and  our  off-price  business  with  the  acquisition  of  The  Chil¬ 
dren’s  Place,  a  fast-growing  group  of  children’s  apparel  stores 
and  off-price  outlet  stores,  located  primarily  in  shopping  cen¬ 
ters.  We  believe  that  The  Children’s  Place  will  produce  a 
good  internal  return  on  our  investment  and  give  us  valuable 
insights  into  both  specialty  store  and  off-price  businesses. 

Our  current  plans  call  for  capital  investments  of  just  under 
$1  billion  in  the  expansion  of  department  and  specialty  store 
divisions  from  1982  —  the  first  year  of  our  new  strategic  plan 
—through  1985.  Of  this  sum,  about  $880  million  will  be  in¬ 
vested  in  certain  department  store  and  better  specialty  store 
divisions,  3  percent  less  than  we  invested  in  these  kinds  of 
businesses  in  the  previous  four-year  period.  We  anticipate 
that  more  than  $100  million  will  be  invested  to  expand  the 
rapidly-growing  off-price  and  specialty  store  businesses 
mentioned  above,  with  most  of  this  total  allocated  to 
off-price  businesses. 

At  the  same  time,  we  are  expanding  our  two  upscale  mass 
merchandising  divisions -Gold  Circle  and  Richway.  In  1982, 
for  example,  we  opened  seven  stores  in  their  existing  mar¬ 
kets  and  fourteen  stores  in  new  markets.  From  1982  through 
1985  we  expect  to  have  invested  more  than  $150  million  of 
capital  in  this  segment  of  our  business,  an  increase  of  about 
83  percent  over  the  amount  invested  in  the  segment  in  the 
previous  four-year  period.  About  $61  million  of  this  was 
spent  in  1982. 

Our  Ralphs  supermarket  division  is  growing  dramatically 
throughout  southern  California  both  because  of  planned 
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strategic  expansion  and  the  opportunistic  acquisition  of 
stores.  Ralphs’  performance  over  the  past  three  years  makes 
it  clear  that  the  division  can  meet  our  internal  return  on  in¬ 
vestment  standards.  From  1982  through  1985  we  expect  to 
have  invested  more  than  $190  million  of  capita!  in  this  seg¬ 
ment  of  our  business,  nearly  doubling  the  investment  of  the 
previous  four-year  period.  Of  the  more  than  $190  million  to¬ 
tal,  $93  million  was  committed  in  1982  in  connection  with 
the  opportunistic  purchase  of  stores  and  sites  in  transactions 
described  elsewhere  in  this  report. 

It  is  our  current  expectation  that  total  capital  investments 
for  all  purposes  during  the  1982  through  1985  planning 
period  will  total  about  $1.4  billion,  compared  with  the 
roughly  $1.3  billion  invested  during  the  previous  four-year 
period.  Thirty  percent  of  the  projected  total  was  invested  in 
1982.  Projections  do  not  include  possible  expenditures  for 
major  acquisitions  or  the  start-up  of  new  divisions. 

Besides  opening  new  stores  that  offer  opportunities  for  fu¬ 
ture  earnings  growth,  we  have  also  been  closing  units  that 
will  not  meet  our  standards. 

We  had  previously  closed  our  Gold  Triangle  division  and 
some  units  of  other  divisions,  including  the  Ralphs  and  Gold 
Circle  northern  California  operations.  More  recently  we 
closed  four  Bloomingdale’s  home  furnishings  stores.  In  addi¬ 
tion,  we  decided  to  change  investment  strategies  in  new 
shopping  center  development  resulting  in  agreements  with 
JMB  Realty  Corporation.  This  move  will  relieve  us  of  future 
capital  investment  requirements  for  development  of  the  cen¬ 
ters  while  allowing  us  to  participate  in  future  income  gener¬ 
ated  by  them. 

We  are  also  making  strategic  changes  in  operations  to  im¬ 
prove  the  profitability  of  existing  business.  One  significant 
action  in  1982  was  the  consolidation  of  the  Shillito’s  and 
Rike’s  divisions,  which  were  very  similar  operations  only  50 
miles  apart.  By  consolidating  the  two  divisions,  we  were  able 
to  eliminate  duplication  of  activities  and  make  more  prod¬ 
uctive  those  activities  which  are  most  important  to  the  cus¬ 
tomer.  We  expect  that  the  impact  of  this  move  will  have  a 
positive  effect  on  earnings  in  the  future. 

Similarly,  we  made  Levy’s,  our  two-store  division  in  Tuc¬ 
son,  Arizona,  a  part  of  our  fourteen-store  Sanger  Harris  di¬ 
vision,  which  is  headquartered  in  Dallas.  Sanger  Harris  has 
the  organization  and  systems  needed  to  support  multi¬ 
location  operations. 

1982  also  saw  the  completion  of  a  major  program  begun  in 
1980  to  consolidate  the  financial  services  of  the  Bullock’s 
Northern  California  division  with  Bullock’s,  one  of  several 
programs  underway  within  Federated  to  improve 
productivity. 

All  these  actions  are  intended  to  make  our  assets  more 
productive  and  increase  the  long-term  value  of  our  share¬ 
holders’  investment. 
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Foley’s.  North  Star  Mall.  San  Antonio.  Texas 


Abraham  and  Straus,  Brooklyn,  New  York;  established  1865 
John  W.  Burden  III.  chairman ;  Robert  Tammero,  president 
1982  Sales  S650.5  million;  1981  Sales  S605.0  million 
15  department  stores  m  New  York,  New  Jersey,  and  Pennsylvania 
Abraham  and  Straus  continued  to  improve  its  performance  by  delivering 
higher  sales  and  substantially  higher  earnings  in  1982.  Merchandising 
programs  that  were  put  into  operation  to  improve  gross  margins  continue 
to  produce  good  results.  Progress  in  inventory  shortages  and  expense 
control  contributed  significantly  to  earnings  gains.  Sales  growth  was 
notable  in  Smith  Haven,  Monmouth  and  in  a  relocated  Babylon  store. 

A  second  store  was  added  in  the  Philadelphia  market  with  the  opening 
of  a  store  in  Willow  Grove. 


Division  Performance  Bloomingdale’s,  Manhattan,  New  York;  established  1872 

Marvin  S.  Traub,  chairman;  James  S.  Schoff  Jr.,  president 
1982  Sales  S680.5  million;  1981  Sales  $647.5  million 
12  department  stores  in  New  York,  New  Jersey,  Connecticut, 

Massachusetts,  Pennsylvania,  Virginia,  and  Maryland;  1  home  furnishings 
specialty  store  in  Massachusetts 

Bloomingdale’s  sales  and  earnings  were  hampered  by  prevailing  economic 
conditions  and  a  decrease  in  tourism.  The  closing  of  four  home  furnishings 
stores  held  down  reported  sales  increases.  However,  the  growth  and 
success  of  its  catalogue  business  has  brought  about  an  aggressive 
expansion  of  Bloomingdale’s  by  Mail.  In  1982  Bloomingdale’s  opened  its 
second  Philadelphia-area  store  in  Willow  Grove.  Bloomingdale's  expansion 
continues  in  1983  with  the  opening  of  its  first  store  outside  of  the  Northeast 
in  Dallas,  Texas,  to  be  followed  in  1984  by  a  store  in  Miami,  Florida. 


9 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Boston  Store,  Milwaukee,  Wisconsin;  established  1900 
Omen  ].  Bradley,  chairman;  Thomas  A.  Jones,  president 
1982  Sales  $117.9  million;  1981  Sales  S111.5  million 
8  department  stores  in  Wisconsin 

Economic  conditions  in  eastern  Wisconsin  made  1982  a  difficult 
and  challenging  year  for  Boston  Store.  Sales  gains  for  this  division  were 
primarily  the  result  of  the  addition  of  a  new  store  in  Green  Bay,  but 
business  strengthened  toward  the  end  of  the  year,  particularly  in  the 
downtown  Milwaukee  store.  The  four-block  enclosed  Grand  Avenue  Mall 
in  downtown  Milwaukee  opened  in  August,  with  a  newly-renovated 
Boston  Store  as  one  of  its  major  tenants.  The  new  shopping  environment 
has  attracted  hundreds  of  thousands  of  visitors  to  downtown  Milwaukee 
and  is  expected  to  result  in  the  revitalization  of  the  area. 


Bullock’s,  Los  Angeles,  California;  established  1906 
Franklin  Simon,  chairman;  Bruce  M.  Schwaegler,  president 
1982  Sales  S517.9  million;  1981  Sales  $499.9  million 
20  department  stores  in  California,  Arizona,  and  Nevada 
Bullocks  Wilshire,  Los  Angeles,  California 
Jerome  M.  Nemiro,  president 
6  specialty  stores  in  California 

Bullock's  and  Bullocks  Wilshire  passed  the  half-billion-dollar  mark  in  sales 
in  1982.  Two  new  Los  Angeles  area  stores  contributed  to  the  sales  growth. 
Earnings  slipped  in  1982,  however,  a  result  of  the  economy  and  the  highly 
promotional  climate  in  the  southern  California  market.  Bullock’s  is 
planning  to  open  three  new  stores  in  the  fall  of  1983:  Thousand  Oaks  in 
Ventura  County,  Grossmont  in  San  Diego  and  a  Palm  Desert  location. 


Bullock’s  Northern  California,  Palo  Alto.  California; 

established  1971 

Donald  McNaught,  president 

1982  Sales  $9 3.0  million;  1981  Sales  S88.6  million 

6  department  stores  in  northern  California 

A  restructuring  of  the  Bullock’s  North  organization,  designed  to  bring 
about  a  more  cost-effective  operation,  has  been  completed.  Included  was 
the  consolidation  of  the  division’s  financial  services  with  those  of  Bullock’s 
in  a  central  Los  Angeles  office  to  enhance  the  productivity  of  both 
organizations.  Renovations  are  planned  for  the  Palo  Alto  and  Walnut 
Creek  stores. 


Burdines,  Miami,  Florida;  established  1S9S 
Richard  W  McEwen,  chairman;  Howard  Socol,  president 
1982  Sales  $582.8  million;  19S1  Sales  $ 565.5  million 
23  department  stores  in  Florida 

Burdines’  performance  was  impacted  in  1982  by  a  slowdown  in  the  growth 
of  the  South  Florida  economy.  The  major  reasons  were  a  slump  in  the 
housing  market  and  construction  industry,  and  a  significant  decline  in 
international  tourism  resulting  from  a  world-wide  recession  and  a 
strengthening  dollar.  Burdines’  stores  in  the  Miami  metropolitan  area  were 
most  severely  affected,  with  stores  farther  north  on  the  east  coast,  and  in 
central  and  west  Florida,  remaining  relatively  strong.  Two  new  stores  were 
opened  in  1982,  one  in  Daytona  Beach  and  one  in  the  Miami  area.  New 
stores  will  be  opened  in  Melbourne  and  Tampa  in  1983.  The 
recently-completed  remodeling  of  the  163rd  Street  store  in  Miami  and  the 
Dadeland  and  Plantation  stores  was  accomplished  to  maximize 
opportunities  in  these  important  areas  for  Burdines. 


The  Children’s  Place,  Pme  Brook,  New  Jersey;  established  1969 
David  Pulver,  chairman;  Clinton  A.  Clark,  president 
1982  Sales  (since  acquisition )  S69.3  million;  1981  Sales  (full  year) 
$54.0  million 

89  childrens  specialty  and  outlet  stores  in  15  states 


The  Children’s  Place  merged  with  Federated  on  March  12, 1982.  Sales 
were  relatively  strong  in  the  Northeast  and  Midwest  and  weaker  in  the 
Southeast  and  Southwest.  Twenty-four  stores  were  opened  in  both  existing 
and  new  markets  since  acquisition.  The  new  markets  included  Boston, 
Tulsa,  Charlotte,  Indianapolis,  Syracuse,  Richmond  and  Virginia  Beach. 
Twenty-five  new  stores  are  planned  for  1983.  There  will  continue  to  be 
expansion  within  existing  markets,  as  well  as  penetration  into  new  market 
areas.  The  first  location  in  Florida  will  open  in  the  spring,  in  the  Dadeland 
Mall,  in  Miami. 


Filene’s,  Boston,  Massachusetts;  established  1852 
Merwm  F.  Kammstein,  chairman;  Michael ].  Babcock,  president 
1982  Sales  $372.8  million;  1981  Sales  S321.6  million 
12  department  stores  m  Massachusetts,  New  Hampshire,  and 
Rhode  Island 

9  Basement  stores  m  Massachusetts,  New  Hampshire,  and  New  York 
Filene’s  Upstairs  Store  had  a  strong  year,  with  increases  in  sales,  earnings 
and  internal  return  on  investment.  The  South  Shore,  Hyannis,  Warwick, 
Worcester,  and  Manchester  stores  had  particularly  good  sales  growth. 

A  major  renovation  in  home  furnishings  at  the  Boston  flagship  store  was 
completed  in  late  1982.  Filene’s  will  open  new  Upstairs  stores  in 
Portsmouth,  New  Hampshire,  and  Portland,  Maine,  in  1983. 

Filene’s  Basement  results  reflected  good  sales  growth,  with  the 
successful  opening  of  three  new  stores  on  Long  Island  and  one  in  Methuen, 
Massachusetts,  in  1982.  The  Long  Island  openings  were  Filene’s 
Basement’s  first  expansion  into  New  York,  and  plans  are  being  made  for 
continued  expansion  in  new  and  existing  markets. 


Foley’s,  Houston,  Texas;  established  1900 
Lasker  M.  Meyer,  chairman;  John  B.  Utsey,  president 
19S2  Sales  S597.7  million;  1981  Sales  $547.3  million 
14  department  stores  m  Texas 

The  recession  in  the  oil  and  gas  industry  and  devaluation  of  the  Mexican 
peso  made  1982  a  difficult  year  for  Foley's.  Despite  this,  the  division 
strengthened  its  position  in  all  three  markets  in  which  it  operates.  With  the 
opening  of  an  additional  store  in  each  of  the  Austin  and  San  Antonio 
markets,  Foley’s  has  built  a  strong  position  in  two  of  the  fastest  growing 
markets  in  the  United  States  in  a  short  period  of  time.  Foley’s  third  largest 
volume  store,  Memorial  City,  was  remodeled  in  1982. 


Gold  Circle,  Columbus,  Ohio;  established  1967 

James  M.  Guman,  chairman;  Leonard  Williams,  president 

1982  Sales  $501.3  million;  1981  Sales  $397.3  million 

50  mass  merchandising  stores  in  Ohio,  Kentucky,  New  York,  and 

Pennsylvania 

Gold  Circle's  outstanding  performance  during  the  past  year  resulted  in 
sharply  improved  sales  and  earnings.  With  the  opening  of  fourteen  new 
stores  in  Ohio,  New  York,  and  Pennsylvania,  the  mass  merchandising 
division  experienced  the  greatest  single-year  growth  in  store  openings  in 
its  fifteen-year  history.  While  a  substantial  amount  of  Gold  Circle’s  sales 
growth  was  the  result  of  new  stores  opened  during  the  year, 
previously-existing  stores  enjoyed  a  double-digit  increase,  the  best  sales 
performance  in  Federated. 


Goldsmith’s,  Memphis.  Tennessee;  established  1870 
Matthew  Spiegel,  chairman ;  James  J.  Amann,  president 
19S2  Sales  S130.S  million,  1981  Sales  $125.2  million 
6  department  stores  in  Tennessee 

Goldsmith’s  sales  improved  considerably  toward  the  end  of  the  year  after 
a  difficult  first  three  quarters  brought  about  by  higher  unemployment 
levels  than  the  United  States  average,  poor  general  and  farm  economy, 
and  major  increases  in  competitive  retail  space.  In  1983  Goldsmith’s  will 
begin  a  major  remodeling  of  its  Oak  Court  store,  one  of  the  largest  retail 
stores  under  one  roof  in  the  Mid-South. 
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Lazarus,  Columbus,  Ohio:  established  1851 

Michael  D.  Murphy,  chairman ;  Arthur  W  Handshy,  president 

1982  Sales  $ 389.3  million;  1981  Sales  S375.5  million 

17  department  stores  in  Ohio,  Indiana,  and  West  Virginia 

Despite  continuing  economic  problems  in  the  states  in  which  it  operates, 

business  for  Lazarus  strengthened  in  the  latter  part  of  the  year. 

Indianapolis-area  stores  and  the  Huntington,  West  Virginia,  store  showed 

particular  strength  throughout  the  year.  Lazarus  opened  its  seventeenth 

store  and  fifth  store  in  Indiana,  in  Evansville,  in  the  summer  of  1982.  The 

store  serves  communities  in  Ohio  and  Kentucky  as  well  as  in  Indiana. 

The  downtown  Columbus  flagship  store  has  been  updated  by  developing 
specialty  businesses  throughout  the  building. 

I.  Magflin,  San  Francisco,  California ;  established  1876 

Steven  M.  Somers,  chairman;  Gerald  E.  Napier,  president 

1982  Sales  S256.3  million;  1981  Sales  5257.6  million 

25  specialty  stores  in  California,  Oregon,  Washington,  Arizona,  Illinois, 

and  Maryland 

Although  sales  and  earnings  were  below  expectations,  earnings  began  to 
improve  in  the  fall  season.  Slumping  tourism  and  a  sluggish  economy  in 
many  markets  in  which  it  operates  hindered  the  division’s  performance. 

I.  Magnin’s  major  challenge  is  to  enhance  its  sales  and  margin  performance 
in  a  highly  competitive  environment  without  changing  the  traditional 
character  of  the  store.  The  second  phase  of  a  substantial  renovation  of 
I.  Magnin's  flagship  San  Francisco  store  was  completed  in  1982, 
contributing  to  the  division’s  ability  to  meet  successfully  major  new 
competition  in  the  area.  Two  other  California  stores  were  refurbished  and 
one  was  expanded  in  1982. 


Ralphs,  Los  Angeles,  California ;  established  1873 
Byron  Allumbaugh  chairman;  Patrick  W.  Collins,  president 
1982  Sales  $1,275.7  million ;  1981  Sales  $1,132.1  million 
1 18  supermarkets  in  southern  California 

The  economy  turned  downward  in  southern  California  in  1982,  price 
competition  greatly  intensified  and  substantial  costs  were  incurred  in  the 
process  of  opening  twenty  new  stores.  But  Ralphs  successfully  dealt  with 
these  challenges  without  an  earnings  deterioration.  Major  new  capital  was 
committed  to  Ralphs  for  future  additions  to  their  existing  store  base  in 
southern  California,  particularly  in  San  Diego  County,  and  other  areas 
adjacent  to  Los  Angeles  and  Orange  Counties.  Twenty-one  new  stores  are 
planned  in  1983. 


Rich’s,  Atlanta,  Georgia;  established  1867 
Allen  I.  Questrom,  chairman;  James  M.  Zimmerman,  president 
1982  Sales  $430.1  million;  1981  Sales  $398.8  million 
17  department  stores  in  Georgia,  Alabama,  and  South  Carolina 
Rich's  turned  in  a  strong  sales  performance  in  1982,  as  well  as 
improvements  in  earnings  and  internal  return  on  investment.  1982 
earnings  were  more  than  80  percent  higher  than  those  of  1977,  the  first  full 
year  as  a  Federated  division.  Earnings  as  a  percent  of  sales  have  increased 
by  almost  50  percent  since  1979.  During  1982,  Rich’s  Lenox  Square  and 
North  DeKalb  stores  underwent  expansion  and  total  renovation.  While 
negatively  impacting  sales  in  these  stores  in  1982,  they  are  now  positioned 
to  capitalize  on  opportunities  of  1983  and  beyond.  Major  renovation  of 
three  other  stores  is  scheduled  in  the  near  future. 


Rich  way ’s  growth  came  mostly  from  new  stores,  including  five  in  South 
Florida-a  new  market  for  this  mass  merchandising  division-and  two  in 
its  home  market  of  metropolitan  Atlanta.  The  division  completed 
construction  of  a  new  distribution  center  and  an  automatic  storage  and 
retrieval  system  building  which  is  designed  to  improve  the  productivity  of 
its  receiving  and  shipping  operations.  New  competitive  strategies  to 
capitalize  on  product  areas  of  particularly  good  growth  potential  and 
increase  promotional  visibility  will  be  pursued  in  the  year  ahead. 


Sanger  Harris,  Dallas,  Texas;  established  1857 

Levy’s,  Tucson,  Arizona;  established  1903 

John  D.  Miller,  chairman ;  Charles  E.  Griffin,  president 

Sanger  Harris:  1982  Sales  S329.2  million;  1981  Sales  S298. 9  million 

14  department  stores  in  Texas,  and  Oklahoma 

Levy’s:  1982  Sales  $39.3  million;  1981  Sales  $44.3  million 

1982  saw  substantial  organizational  changes  for  Sanger  Harris.  One  of 
these  changes  was  the  assignment  to  the  division  of  responsibility  for  the 
operation  of  the  two-store  Levy’s  division.  In  addition,  the  division  has 
restructured  its  organization  to  increase  customer  service  levels  and 
presentation.  Sanger  Harris  made  a  successful  move  into  Oklahoma  in 

1982,  with  its  first  store  in  Tulsa.  A  second  store  will  be  added  in  Tulsa  in 

1983.  Levy’s,  which  opened  its  second  Tucson  store  in  1982,  was  severely 
impacted  by  new,  intense,  competitive  activity,  a  depressed  business 
climate  due  to  the  recession  in  the  copper  industry  and  successive  Mexican 
peso  devaluations. 


Shillito  Rikes,  Cincinnati,  Ohio 
Shillito’s  established  1830;  Rike’s  established  1853 
Douglas  M.  Thomsen,  chairman;  Herbert  Ross,  president 
1982  Sales  $342.9  million;  1981  Sales  $ 342.0  million 
14  department  stores  in  Ohio,  and  Kentucky 

Performance  of  the  newly-combined  Shillito  Rikes  division  suffered  from 
the  pressure  of  a  recessionary  economy  in  southern  Ohio  in  1982,  but  sales 
began  to  strengthen  in  the  fall.  Performance  of  Lexington,  Louisville  and 
Florence,  Kentucky,  stores  was  better  than  that  for  the  division  as  a  whole. 
Work  forces,  systems,  merchandise  departments  and  other  key  functions 
have  been  consolidated,  and  we  expect  substantial  savings  in  central 
expense  in  1983  from  the  merger.  Most  important  for  the  future  was  the 
division’s  ability  to  retain  most  of  its  key  people  in  the  merger. 


Richway,  Atlanta,  Georgia;  established  1970 

John  H.  Weitnauer  Jr„  chairman;  E.  Jackson  Smailes,  president 

1982  Sales  S321.6  million;  1981  Sales  S266.2  million 

30  mass  merchandising  stores  in  Georgia,  South  Carolina,  North 

Carolina,  Tennessee,  and  Florida 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Income 


(in  thousands,  except  per  share  data ) 

52  Weeks  Ended 
January  29.  m3 

52  Weeks  Ended 
January  30.  m2 

52  Weeks  Ended 
January  31. 19S1 

Net  Sales,  including  leased  department  sales 

$7,698,944 

$7,067,673 

$6300,686 

Deduct: 

Cost  of  sales,  including  occupancy  and  buying  costs 

Selling,  publicity,  delivery  and  administrative  expenses 
Provision  for  doubtful  accounts 

Interest  expense — net 

5,618,494 

1,526,604 

35,379 

96,791 

5,112,141 

1388,082 

27,454 

66,999 

4,586,567 

1,222,963 

30,852 

56,938 

Total  costs  and  expenses 

7,277,268 

6,594,676 

5,897320 

Income  Before  Income  Taxes  and  Unusual  Items 

Unusual  items: 

421,676 

472,997 

403,366 

Equity  in  gain  on  sale  of  shopping  centers,  net  of  taxes 

- 

- 

78,899 

Other 

- 

- 

(41,710) 

Income  Before  Income  Taxes 

421,676 

472,997 

440,555 

Federal,  state  and  local  income  taxes 

188,900 

214,694 

163,714 

Net  Income 

$  232,776 

$  258,303 

$  276,841 

Earnings  per  Share  of  Common  Stock 

$4.79 

$5.33 

$5.72 

Fully  Diluted  Earnings  per  Share 

4.67 

5.17 

5.54 

See  The  Year  m  Review  on  pages  22  to  31  and  Summary  of  Significant  Accounting  Policies  on  page  32. 
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Federated  Department  Stores,  Inc. 

Consolidated  Balance  Sheet 


(in  thousands) 

January  29.  1983 

January  30. 1982 

Assets 

Current  Assets: 

Cash 

S  54.634 

S  51,389 

Accounts  receivable 

1,266.194 

1,181,040 

Merchandise  inventories 

943,932 

827.330 

Supplies  and  prepaid  expenses 

35,095 

29.862 

Total  Current  Assets 

2.299,855 

2.089,621 

Property  and  Equipment  — net 

2,103,034 

1,868.836 

Other  Assets 

171.399 

138.420 

Total  Assets 

S4.574.288 

$4,096,877 

Liabilities  and  Shareholders’  Equity 

Current  Liabilities: 

Notes  payable  and  long-term  debt  due  within  one  year 

S  417,312 

S  428.337 

Accounts  payable  and  accrued  liabilities 

876348 

732,224 

Income  taxes 

245,494 

205.807 

Total  Current  Liabilities 

1,539,154 

1.366,368 

Deferred  Income  Taxes 

81,275 

62.872 

Deferred  Compensation  and  Supplementary  Retirement 

149,390 

133.769 

Long-Term  Debt 

699,323 

553,162 

Shareholders’  Equity  —  48,461.000  and  48,417,000  common  shares  outstanding  (Page  19) 

2,105,146 

1,980,706 

Total  Liabilities  and  Shareholders’  Equity 

54,574,288 

$4,096,877 

See  The  Year  m  Rei’ieti*8$,page\  22  to  1 1  and  Summary  of  Significant  Accounting  Policies  on  page  .52 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Changes  in  Financial  Position 


(in  thousands) 

52  Weeks  Ended 
January  29. 19, S3 

52  Weeks  Ended 
January  30.  19S2 

52  Weeks  Ended 
January  31. 19S1 

Cash  from  Operations 

Net  income 

$232,776 

$258,303 

$276,841 

Items  not  requiring  outlay  of  cash: 

Depreciation  and  amortization 

181,519 

156,908 

148,198 

Deferred  compensation  and  deferred  income  taxes 

40,735 

38,774 

14,499 

Write-off  of  investment  in  downtown  stores 

- 

- 

26,710 

Equity  in  (income)  or  loss  of  unconsolidated  subsidiary 

2,067 

2,161 

(83,722) 

Total 

457,097 

456,146 

382,526 

Financing 

Net  additions  (reductions)  -  notes  payable  and  long-term  debt 
due  within  one  year 

Additions  to  long-term  debt 

Reductions  of  long-term  debt 

(11,025) 

169,876 

(23,789) 

278,192 

16,150 

(15,796) 

(217,000) 

216,768 

(25,212) 

Total 

135,062 

278,546 

(25,444) 

Dividends  paid 

102,033 

92,132 

87,125 

Investments 

Capital  investment: 

Purchase  of  property  and  equipment 

421,040 

388,218 

313,289 

Disposition  of  property  and  equipment 

(30,286) 

(15,775) 

(23,604) 

Increase  (decrease)  in  investment  in,  and  advances  to, 

unconsolidated  subsidiaries 

138 

20,255 

(52,624) 

Acquisition  of  companies 

49,762 

6,138 

- 

Purchase  of  tax  benefits  -  net 

- 

6,109 

- 

440,654 

404,945 

237,061 

Working  capital  used  in  operations: 

Increase  in  accounts  receivable 

85,154 

151,690 

46,781 

Increase  in  merchandise  inventories 

116,602 

103,194 

71,874 

Increase  in  supplies  and  prepaid  expenses 

5,233 

3,644 

716 

Increase  in  accounts  payable  and  accrued  liabilities 

(144,124) 

(78,355) 

(53,452) 

Total 

503,519 

585,118 

302,980 

Current  Income  Tax  Liability  -  (increase)  decrease 

(39,687) 

31,413 

(52,131) 

Other  Cash  Applications  —  net 

23,049 

18,745 

10,174 

Increase  in  Cash 

$  3,245 

$  7,284 

$  8,934 

See  The  Year  in  Review  on  pages  22  to  31  and  Summary  of  Significant  Accounting  Policies  on  page  32. 
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Federated  Department  Stores,  Inc. 

Shareholders’  Equity 


(in  thousands) 

January  29,  I9H3 

January  30. 1982 

January  31.1981 

Shareholders’  Equity: 

Preferred  stock,  no  par  value,  authorized  5,000,000  shares,  none  issued 

Common  stock,  par  value  S1.25  per  share,  authorized  70,000,000  shares,  49,757,000 

S 

S  - 

$ 

shares  issued  in  1982, 1981  and  1980  (3,433,000  reserved) 

62,196 

62,196 

62.196 

Capital  in  excess  of  par  value  of  common  stock 

113376 

118,678 

118,603 

Accumulated  earnings  employed  in  the  business 

1,962,756 

1,832,013 

1,665,842 

2,138328 

2,012,887 

1,846,641 

Less  1,296,000;  1,340,000;  and  1.342.000  shares  of  treasury  stock  at  cost 

33,182 

32,181 

30,750 

$2,105,146 

Sl.980.706 

Sl,815,891 

52  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

January  29. 1983 

January  30. 1982 

January  31. 1981 

Capital  in  Excess  of  Par  Value  of  Common  Stock: 

Balance,  beginning  of  year 

Net  (charge)  credit  from  treasury  stock  issued  under  deferred  compensation  plan. 

S  118,678 

S  118,603 

S  118,860 

stock  option  plans,  restricted  stock  grant  plans  and  for  conversion  of  debentures 

(5302) 

75 

(257) 

Balance,  end  of  year 

$  113376 

S  118,678 

S  118,603 

52  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

January  29. 1983 

January  30. 1982 

January  31. 1981 

Accumulated  Earnings  Employed  in  the  Business: 

Balance,  beginning  of  year,  as  previously  reported 

Adjustment  for  cumulative  effect  on  prior  years  due  to  retroactive  application  of 

$  - 

S 

$1,480,707 

accounting  for  revenue  recognition  when  right  of  return  exists 

- 

- 

4,581 

Balance,  beginning  of  year,  as  adjusted 

1,832,013 

1,665,842 

1,476,126 

Net  income 

232,776 

258303 

276,841 

2,064,789 

1.924,145 

1,752,967 

Cash  dividends 

102,033 

92,132 

87,125 

Balance,  end  of  year 

$1,962,756 

$1,832,013 

$1,665,842 

52  Weeks  Ended 

52  Weeks  Ended 

52  Weeks  Ended 

January  29.1983 

January  30. 1982 

January  31.  1981 

Shares  Cost 

Shares  Cost 

Shares  Cost 

Treasury  Stock: 

Balance,  beginning  of  year 

1340  $32,181 

1342  $30,750 

1,467  $33,992 

Additions 

514  23,593 

192  7241 

5  194 

Deductions  for  deferred  compensation  plan  (104,000;  103,000;  and  102,000 
shares),  for  stock  option  plans  (377,000;  56,000;  and  13,000  shares),  for 
restricted  stock  grant  plans  (57,000;  29,000;  and  15,000  shares)  and  for 
debentures  converted  to  common  stock  (20,000  shares  in  1982;  6,000  in  1981 

1,854  55,774 

1,534  37,991 

1,472  34,186 

and  none  in  1980) 

558  22,592 

194  5,810 

130  3,436 

Balance,  end  of  year 

1396  $33,182 

1340  $32,181 

1342  $30,750 

See  The  Year  in  Rezne zv  on  pages  22  to  31  and  Summary  of  Significant  Accounting  Policies  on  page  32. 
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Federated  Department  Stores,  Inc. 

Quarterly  Financial  Data  (unaudited) 


(m  millions  of  dollars,  except  per  share  data) 

19S2 

First 

Second 

Third 

Fourth 

Total  Year 

Net  Sales,  including  leased  department  sales 

$1,620.0 

$1,625.5 

$1,8543 

$2,599.1 

$7,698.9 

Deduct: 

Cost  of  sales,  including  occupancy 
and  buying  costs 

1,190.7 

1,209.9 

1,357.0 

1,860.9 

5,618.5 

Selling,  publicity,  delivery  and 
administrative  expenses 

345.2 

345.0 

388.8 

447.6 

1,526.6 

Provision  for  doubtful  accounts 

6.9 

7.6 

9.7 

11.1 

35.3 

Interest  expense — net 

21.5 

23.3 

24.3 

27.7 

96.8 

Total  costs  and  expenses 

1,5643 

1,585.8 

1,779.8 

23473 

7377.2 

Income  Before  Income  Taxes 

55.7 

39.7 

74.5 

251.8 

421.7 

Federal,  state  and  local  income  taxes 

26.6 

18.2 

34.7 

109.4 

188.9 

Net  Income 

$  29.1 

$  21.5 

$  39.8 

$  142.4 

$  232.8 

Earnings  per  Share  of  Common  Stock* 

$  .60 

$  .44 

$  .82 

$  2.93 

$  4.79 

Fully  Diluted  Earnings  per  Share* 

$  .59 

$  .44 

$  2.85 

$  4.67 

Dividends  per  Share 

$  .525 

$  .525 

$  .525 

$  .525 

$  2.10 

1981 

First 

Second 

Third 

Fourth 

Total  Year 

Net  Sales,  including  leased  department  sales 

$1,513.9 

$1,543.2 

$1,707.6 

$2303.0 

$7,067.7 

Deduct: 

Cost  of  sales,  including  occupancy 
and  buying  costs 

Selling,  publicity,  delivery  and 

1,108.8 

1,135.5 

1331.9 

1,635.9 

5,112.1 

administrative  expenses 

309.4 

320.8 

352.6 

4053 

1388.1 

Provision  for  doubtful  accounts 

73 

6.6 

7.7 

5.9 

27.5 

Interest  expense —net 

11.3 

14.4 

19.8 

21.5 

67.0 

Total  costs  and  expenses 

1,436.8 

1,4773 

1,612.0 

2,068.6 

6,594.7 

Income  Before  Income  Taxes 

77.1 

65.9 

95.6 

234.4 

473.0 

Federal,  state  and  local  income  taxes 

36.4 

29.7 

44.0 

104.6 

214.7 

Net  Income 

$  40.7 

$  36.2 

$  51.6 

S  129.8 

$  2583 

Earnings  per  Share  of  Common  Stock* 

$  .84 

$  .75 

$  1.06 

$  2.68 

$  533 

Fully  Diluted  Earnings  per  Share* 

$  .82 

$  .73 

$  1.03 

S  2.59 

$  5.17 

Dividends  per  Share 

$  .475 

$  .475 

S  .475 

$  1.90 

* Each  period  computed  separately. 
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The  Year  in  Review 


Famings 

Net  income  in  1982  was  $232.8  million,  compared  with  1981  net 
income  of  $2583  million  and  with  1980  net  income  of  $218.7 
million  (excluding  unusual  items  of  $58.1  million).  Related  earnings 
per  share  were  $4.79,  $533  and  $4.52,  respectively. 

On  January  31, 1982,  the  company  adopted  the  retroactive 
provisions  of  Statement  of  Financial  Accounting  Standards  No.  48, 
Revenue  Recognition  When  Right  of  Return  Exists.  Accordingly, 
the  company’s  consolidated  financial  data  included  herein  have 
been  restated  to  reflect  this  change  in  accounting.  The  impact  of  this 
change  in  accounting  on  the  financial  statements  was  not  material. 

The  unusual  items  in  1980  consisted  of  equity  in  the  gain  on  sale 
of  shopping  centers  by  Federated  Stores  Realty,  Inc.,  an 
unconsolidated  wholly  owned  subsidiary  ($78.9  million  net  of 
taxes),  less  write-off  of  unrecoverable  downtown  store  investments 
($26.7  million  before  taxes)  and  a  special  payment  to  Federated’s 
charitable  foundation  ($15.0  million  before  taxes).  These  amounted 
to  $130  per  share. 


Quarterly  net  income  (unaudited)  was  as  follows: 


(millions) 

Quarter 

1982 

19S1 

%  Change 

First 

$  29.1 

$  40.7 

(28.5)% 

Second 

21.5 

363 

(40.7) 

Third 

39.8 

51.6 

(22.9) 

Fourth 

142.4 

129.8 

9.7 

Year 

$232.8 

$2583 

(9.9)% 

Earnings  per  share  are  based  on  average  shares  outstanding  of  48.6 
million,  48.5  million  and  48.4  million  for  the  1982, 1981  and  1980 
fiscal  years.  Any  dilution  from  the  potential  issuance  of  shares 
under  the  deferred  compensation  plan  and  the  stock  option  plans 
would  be  less  than  3% .  Fully  diluted  earnings  per  share  of  $4.67  for 
1982,  $5.17  for  1981  and  $439  for  1980  (excluding  unusual  items) 
take  into  account  the  above  items  plus  the  shares  issuable  upon 
conversion  of  debentures. 


Earnings  per  share  (unaudited)  for  each  quarter  are  shown  in  the 
following  table: 


Quarter 

1982 

1981 

Change 

First 

$  .60 

$  .84 

$(34) 

Second 

.44 

.75 

(31) 

Third 

.82 

1.06 

(34) 

Fourth 

2.93 

2.68 

35 

Year 

$4.79 

$533 

$(34) 

Operating  profit  of  the  department  and  specialty  stores,  mass 


merchandising  stores  and  supermarkets  is  detailed  below: 

and  Specialty 
( millions )  Stores 

Mass  Merchandising 

Excl  Closed  Closed 

Divisions  Divisions 

_ 

Fiscal 

%of 

%of 

%o/ 

%of 

Year 

Amount 

Sales 

Amount 

Sales 

Amount  Sales 

Amount  Sales 

1982 

$504.0 

9.0 

$23.8 

2.9 

$  -  - 

$373  2.9 

1981 

552.4 

10.6 

18.8 

2.8 

(1.6)  (3.7) 

343  3.0 

1980 

474.1 

103 

11.9 

1.9 

1.4  2.9 

23.5  2.4 

1979 

439.9 

103 

243 

4.1 

1.5  3.0 

203  23 

1978 

432.6 

10.9 

21.7 

4.0 

1.8  33 

163  1.9 

Operating  profit  represents  the  pre-tax  profit  from  operations  of  the 
divisions.  Closed  divisions  include  Gold  Triangle  through  December 
1981  and  Ohio  Appliances  through  August  1978.  Unallocated 
central  office  costs,  interest  expense  and  other  non-operating  items 
aggregated  $143.6,  $130.9,  $107.6,  $112.5  and  $98.6  million  for 
the  years  shown  above. 

Common  Stock 

The  quarterly  price  range  of  Federated  stock,  which  is  traded 
principally  on  the  New  York  Stock  Exchange,  and  dividends  per 
share  are  shown  in  the  following  schedule: 


1982  1981 


Stock  Prices 
High  Low 


Dividend 


Stock  Prices 
High  Low 


Dividend 
Per  Share 


First  $44%  $36%  $  .52% 

Second  45  39%  .52% 

Third  52 'A  36%  .52V: 

Fourth  54V.  44  .52% 


$41%  $30  $  .47% 

43%  33%  .47% 

39%  33%  .47% 

38%  32%  .47% 


Year  $54V»  $36%  $2.10  $43%  $30  $1.90 


The  approximate  number  of  Federated  common  shareholders  as  of 
March  31, 1983,  was  23300.  The  dividend  rate  was  increased  from 
$2.10  per  share  to  $2.20  per  share,  on  an  annualized  basis,  effective 
with  the  April  1983  dividend  payment  The  company  has  paid  a 
dividend  each  quarter  since  October  1931. 
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Acquisitions 

On  March  12,1982,  Federated  completed  a  merger  with  The 
Children’s  Place,  Inc,  a  multi-store  children’s  specialty  apparel 
chain.  On  August  4, 1982,  the  acquisition  of  Twin  Fair  Distributors 
Corporation  was  completed.  These  acquisitions  have  been  recorded 
in  accordance  with  the  purchase  method  of  accounting  and  did  not 
have  a  material  impact  on  Federated’s  results.  Goodwill  amounting 
to  $253  million  was  recorded  as  a  result  of  these  acquisitions. 

Sales 

Sales  recorded  in  1982  aggregated  $7.7  billion,  an  increase  of  $631 
million,  or  8.9% ,  over  1981.  This  was  a  new  high  for  the  42nd 
consecutive  year.  Quarterly  sales  (unaudited)  were  as  follows: 


(millions) 

Quarter 

1982 

1981 

%  Increase 

First 

$1,620.0 

$1,513.9 

7.0% 

Second 

1,625.5 

1,543.2 

53 

Third 

1,8543 

1,707.6 

8.6 

Fourth 

2,599.1 

2303.0 

12.9 

Year 

$7,698.9 

$7,067.7 

8.9% 

Sales  of  the  department  and  specialty  stores,  mass  merchandising 
stores  and  supermarkets  were  as  follows: 


and  Specialty 
(mi  Ihons)  Stores 

Excl.  Closed 
Divisions 

Closed 

Divisions 

Supermarkets 

Fiscal  %  to 

-/„  to 

%  to 

%to 

Year  Amount  Total 

Amount  Total 

Amount 

Total 

Amount  Total 

1982  $5,6003  73 

$822.9  11 

$  - 

- 

$1275.7  16 

1981  5229.2  74 

6633  9 

42.9 

1 

1,132.1  16 

1980  4,6452  74 

624.6  10 

50.1 

1 

980.8  15 

1979  4  2802  74 

5932  10 

503 

1 

882.7  15 

1978  3,958.1  73 

537.4  10 

572 

1 

851.9  16 

Leased  department  sales  included  in  consolidated  sales  amounted  to 
$160.1  million  in  1982,  $147.4  million  in  1981,  $141.4  million  in 
1980,  $135.1  million  in  1979  and  $124.9  million  in  1978.  Closed 
divisions  include  Gold  Triangle  through  December  1981  and  Ohio 
Appliances  through  August  1978. 


Sales  increases  by  business  segment  for  1982, 1981  and  1980  for  all 
stores  and  for  comparable  stores  follow.  Comparable  store  sales 
include  only  stores  open  for  the  full  fiscal  years  being  compared. 
Year-to-year  comparable  store  sales  increases  in  1982  were  affected 
substantially,  and  to  a  much  larger  degree  than  in  the  past,  by  sales 
transfers  from  existing  units  to  new  units  opened  during  the  year 
within  the  trading  areas  of  those  existing  stores. 


Department 

Mass 

and  Specialty 

Merchan * 

Stores 

dtsmg 

markets 

Total 

%  Increase  From  Prior  Year 

1982: 

All  stores 

7.1% 

163% 

12.7% 

8.9% 

Comparable  stores 
1981: 

.8 

82 

2.1 

1.7 

All  stores 

12.6 

4.7 

15.4 

12.2 

Comparable  stores 
1980: 

7.0 

6.8 

73 

7.0 

All  stores 

8.5 

4.8 

111 

83 

Comparable  stores 

5.4 

.6 

10.4 

5.5 

Northern  California  supermarket  operations  were  closed  on  April 
28, 1980.  Mass  merchandising  operations  in  California  and  in 
Florida  were  closed  on  July  4, 1981  and  December  26, 1981, 
respectively.  If  sales  of  these  closed  units  are  excluded  from  the  all 
stores  data,  the  1982  increase  in  sales  for  mass  merchandising  stores 
comes  to  28.5%  and  for  total  to  10.0%  and  the  1981  increase  for 
mass  merchandising  stores  comes  to  112%,  for  supermarkets  to 
17.1%  and  for  total  to  13.1% . 


Taxes 

The  income  tax  provision  consists  of: 


(millions) 

1982 

1981 

1980 

Federal 

$157.8 

$183.9 

$135.7 

State  and  local 

31.1 

30.8 

28.0 

$188.9 

$214.7 

$163.7 

Effective  income  tax  rate 

excluding  unusual  items 
Effective  income  tax  rate 

44.8% 

45.4% 

45.8% 

including  unusual  items 

44.8% 

45.4% 

372% 

The  effective  income  tax  rate  of  44.8%  differs  from  the  Federal 
income  tax  statutory  rate  primarily  because  of  investment  tax 
credits  and  state  and  local  income  taxes.  Investment  tax  credits, 
accounted  for  under  the  flow  through  method,  totaled  $213,  $183 
and  $15.6  million  for  the  three  years  shown  above. 
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Deferred  income  tax  charges  and  credits  are  included  in  the 
provision  for  income  taxes  as  follows: 


(millions)  1982  1981  1980 

Deferred  charges  (credits)  arising  from: 

Capitalized  interest  and  taxes, 
expensed  for  tax  purposes,  and 
accelerated  depreciation 
Gross  margin  on  deferred  payment 
sales  which  are  on  the  install¬ 
ment  method  for  tax  purposes, 
and  other  current  items 
Provision  for  deferred  compensa¬ 
tion,  deductible  for  tax  purposes 
only  at  the  time  of  distribution, 
and  other  deferred  items 
Write-off  of  investment  in  fixed  assets 
of  three  downtown  stores,  not 

currently  deductible  for  tax  purposes  1.6  2.0  (13.4) 

_  — —  ——  — — 


Current  liability  for  income  taxes  includes  a  deferred  amount  at 
year-end  of  $201.7  million  in  1982  and  S186.7  million  in  1981  from 
deferral  of  gross  margin  on  installment  sales. 

Deferred  income  tax  liability  is  principally  the  net  result  of 
deferred  tax  credits  from  accelerated  depreciation  and  deferred  tax 
charges  related  to  deferred  compensation. 

Taxes  other  than  income  taxes  amounted  to  $161.5  million  in 
1982,  $146.4  million  in  1981  and  $126.5  million  in  1980.  These  are 
principally  payroll,  real  estate  and  personal  property  taxes. 

Internal  Revenue  Service  examination  of  Federal  income  tax 
returns  has  been  completed  through  January  28, 1978. 

Examinations  for  the  three  years  ended  January  31, 1981,  are  in 
progress.  For  the  four  years  ended  January  28, 1978,  the  company  is 
contesting  in  Tax  Court  certain  issues  raised  during  the 
examination.  Management  believes  that  adequate  provision  has 
been  made  for  the  issues  that  the  company  is  contesting,  as  well  as 
for  subsequent  years  through  January  29, 1983. 

In  1981  the  company  invested  $153  million  to  acquire  tax 
benefits  pursuant  to  the  Economic  Recovery  Tax  Act  of  1981.  Net 
income  in  1982  and  1981  was  not  affected  by  this  transaction. 

Customer  Credit  and  Receivables 

Sales  through  credit  plans  of  Federated  divisions  in  1982  rose  to 
$3.1  billion,  up  73%  from  1981.  The  sales  for  1981  had  increased 
14.4%  from  1980  and  sales  for  1980  had  increased  4.2%  from  1979. 

The  net  cost  of  the  company’s  credit  operations  is  shown  as  follows: 


(millions) 

1982 

1981 

1980 

Finance  charge  revenues 

S153.9 

$125.0 

$109.5 

Costs: 

Administration 

Pro  forma  interest 

Provision  for  doubtful  accounts 
Income  taxes 

903 

101.0 

353 

(363) 

84.9 

92.2 

27.5 

(39.8) 

78.4 

78.0 

30.9 

(38.9) 

190.2 

164.8 

148.4 

Net  cost  of  credit 

$  363 

$  39.8 

S  38.9 

Net  cost  as  percent  of  credit  sales 

13% 

1.4% 

1.5% 

Pro  forma  interest  is  computed  at  the  average  rate  for  borrowings 
applied  to  the  average  total  of  customer  accounts  receivable  after 
subtracting  applicable  deferred  income  taxes.  Finance  charge  revenues 
are  included  in  net  sales  in  the  Consolidated  Statement  of  Income. 


Accounts  receivable  at  year-end  were  as  follows: 


(millions) 

January  29. 
1983 

January  30, 
1982 

Due  from  customers: 

30-day 

$  91.0 

$  119.1 

Deferred  payment 

1,156.8 

1,035.0 

Other 

73.7 

78.4 

Gross  receivables 

1,321.5 

1332.5 

Less: 

Allowance  for  doubtful  accounts 

27.4 

24.6 

Deferred  service  charges 

5.9 

4.9 

Accounts  sold  to  finance 
subsidiary  less  company’s 

equity 

171.1 

1523 

204.4 

181.7 

1,117.1 

1,050.8 

Due  from  finance  subsidiary 

149.1 

130.2 

Net  receivables 

$13663 

$1,181.0 

Allowance  for  doubtful  accounts 

as  %  of  gross  receivables 

2.1% 

2.0% 

Sales  made  through  third  party  credit  plans  (Master  Card,  Visa, 
Diner’s  Club  and  American  Express)  amounted  to  S405.2  million  in 
1982,  $342.8  million  in  1981  and  S272.4  million  in  1980. 

Federated  Acceptance  Corporation,  an  unconsolidated  wholly 
owned  finance  subsidiary,  purchases  accounts  receivable  of  the 
company,  withholding  five  percent  of  the  receivable  balances 
pending  collection.  Federated  Acceptance  Corporation  had  pre-tax 
income  of  $76  thousand  in  1982,  $72  thousand  in  1981  and  $72 
thousand  in  1980,  which  amounts  have  been  applied  as  a  reduction 
of  consolidated  interest  expense. 

The  condensed  balance  sheet  of  Federated  Acceptance 
Corporation  is  shown  below: 


(millions) 

January  29, 
1983 

January  30, 
1982 

Assets: 

Customer  receivables 
purchased  from 

Federated  Department 

Stores,  Inc.,  less  5% 
withheld  pending  collection 

$171.1 

$1523 

Liabilities  and  Equity: 

Due  to  Federated 

Department  Stores,  Inc. 

$149.1 

$1303 

Equity  of  Federated 

Department  Stores,  Inc. 

22.0 

22.0 

$171.1 

$1523 

$24.6  $23.2  $163 
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(7.8)  (6.5)  (6.7) 
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Inventories 

Merchandise  inventories  at  the  1982  year-end  were  $943.9  million, 
compared  with  $8273  million  at  the  end  of  the  preceding  year. 
Substantially  all  inventories  are  valued  by  the  retail  method  and 
stated  on  the  LIFO  (last-in,  first-out)  basis,  which  is  lower  than 
market  Management  believes  that  the  LIFO  method,  which  charges 
the  most  recent  merchandise  costs  to  the  results  of  current 
operations,  provides  a  better  matching  of  current  costs  with  current 
revenues  in  the  determination  of  net  income. 

At  year-end  1982, 1981 3nd  1980  inventories  were  $26L2  million, 
$241.9  million  and  $2175  million  lower  than  they  would  have 
been  had  the  retail  method  been  used  without  the  application  of  the 
LIFO  basis.  This  application  resulted  in  charges  of  18  cents  per  share 
in  1982, 27  cents  per  share  in  1981  and  36  cents  per  share  in  1980. 

Year-end  inventories  of  the  department  and  specialty  stores,  mass 
merchandising  stores  and  supermarkets  are  shown  below;  the 
year-to-year  increase  in  inventories  of  mass  merchandising  stores 
reflects  the  addition  of  new  units  in  the  latter  part  of  the  year  as 
well  as  the  increased  volume  of  business  of  this  segment 


Department  and  Mass 

Specialty  Stores  Merchandising  Supermarkets 

( millions )  %  of  %of  %of 

Fiscal  Year  Amount  Total  Amount  Total  Amount  Total 


1982 

1981 

1980 

1979 

1978 


$7453  79.0% 

693.0  83.8 

5975  825 

531.4  815 

459.0  80.1 


$142.0  15.0% 

88.4  10.7 
92.6  12.8 
92.9  143 

84.5  14.7 


$56.6  6.0% 

45.9  55 

34.0  4.7 

28.0  43 

29.6  53 


Properties 

Gross  square  feet  of  store  space  (unaudited)  at  year-end  was  as  follows: 


January  29,1 983  January  30,1 982 


(square  feet  in  thousands) 

Units 

sZ 

Units 

SpZ 

Abraham  and  Straus 

15 

5538 

14 

5,481 

Bloomingdale’s 

13 

3545 

16 

3,653 

Boston  Store 

8 

1596 

7 

1,458 

Bullock’s 

26 

5210 

24 

4,934 

Bullock’s  Northern  California 

6 

1,002 

6 

1,002 

Burdines 

23 

4526 

21 

4,080 

The  Children’s  Place* 

89 

439 

— 

— 

Filene’s 

21 

2233 

17 

2,079 

Foley’s 

14 

3,923 

12 

3,468 

Goldsmith’s 

6 

1538 

6 

1539 

Lazarus 

17 

3,801 

16 

3,765 

Levy’s 

2 

399 

1 

298 

L  Magnin 

25 

1,750 

25 

1,721 

Rich’s 

17 

4,134 

17 

4,079 

Sanger  Harris 

14 

2,633 

13 

2,475 

Shillito  Rikes** 

14 

3,824 

14 

3,824 

Total  Department  and 

Specialty  Stores 

310 

45,691 

209 

43,656 

Gold  Circle 

50 

5,677 

36 

4552 

Rich  way 

30 

3,040 

23 

2,452 

Total  Mass  Merchandising 

80 

8,717 

59 

6,804 

Supermarkets— Ralphs*** 

118 

4,028 

101 

3,409 

Total 

508 

58,436 

369 

53,869 

* The  Children’s  Place  was  acquired  March  12,1 982. 

** During  1 982  Shillito's  and  Rike’s  were  combined  into  one  division. 

*** Ralphs  acquired  1 7  Market  Basket  supermarkets  on  August  17,1 982. 


New  units  scheduled  to  open  in  1983  (unaudited)  and  their  gross 
square  footage  are  shown  below: 


Division 

Location 

Square  Feet 
in  Thousands 

Bloomingdale’s 

Dallas,  TX 

225 

Bullock’s 

Thousand  Oaks,  CA 

150 

Bullock’s 

LaMesa,  CA 

150 

Bullock’s 

Palm  Desert,  C  A 

115 

Burdines 

Melbourne,  FL 

104 

Burdines 

Tampa,  FL 

104 

Children’s  Place, 

twenty-five  stores 

Various  states 

150 

Filene’s,  two  Basement  stores 

Boston,  MA 

65 

Filene’s,  Basement  store 

Flushing,  NY 

33 

Filene’s 

Portsmouth,  NH 

60 

Filene’s 

Portland,  ME 

100 

Foley’s 

San  Antonio,  TX 

155 

Sanger  Harris 

Tulsa,  OK 

116 

Gold  Circle 

Cincinnati,  OH 

90 

Ralphs,  twenty-one  stores 

California 

910 

2527 

Capital  expenditures  are  shown  in  the  following  tabulation: 


(  millions ) 

1982 

1981 

Land 

$  38.1 

$  30.1 

Buildings,  fixtures  and  equipment: 
Department  and  specialty  stores 

234.4 

2872 

Macc  mprrhandi«6ng 

60.8 

30.1 

Supermarkets 

76.0 

25.1 

Central  office 

1L7 

15.7 

$421.0 

$3882 

Major  commitments  for  the  future  purchase  or  construction  of 
facilities  at  January  29, 1983,  amounted  to  approximately  $164 
million. 
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Properties  at  year-end  are  set  forth  below: 


(millions) 

January  29, 
1983 

January  30, 
1982 

Land 

$  1363 

$  142.8 

Buildings  on  owned  land 

Buildings  on  leased  land  and 

944.6 

858.6 

leasehold  improvements 

490.7 

417.9 

Store  fixtures  and  equipment 

1,088.9 

9403 

Property  not  used  in  operations 
Leased  properties  under 

114.4 

97.1 

capitalized  leases 

2012 

207.1 

Less  accumulated  depreciation 

2,9763 

2,664.0 

and  amortization 

8733 

7952 

$2,103.0 

$1,868.8 

Depreciation  and  amortization  amounted  to  $1813  million  for 
1982,  $156.9  million  for  1981  and  S148.2  million  for  1980.  For  these 
three  years  the  department  and  specialty  stores  incurred  $138.5, 
$117.9  and  $1083  million;  mass  merchandising  stores  (excluding 
closed  divisions)  incurred  $17.1,  $153  and  $13.8  million;  the  mass 
merchandising  closed  divisions  incurred  none,  $.7  and  $.8  million; 
and  supermarkets  incurred  $19.9,  $173  and  $15.5  million. 
Maintenance  and  repairs  of  properties  and  equipment  amounted  to 
$6L9,  $53.4  and  $45.8  million  for  the  three  years. 

Federated  Stores  Realty,  Inc.,  an  unconsolidated  wholly  owned 
subsidiary  engaged  in  the  development  and  operation  of  shopping 
centers,  had  a  financial  interest  at  year-end  in  twelve  shopping 
centers.  Its  construction  commitments  were  approximately 
$24  million. 

The  subsidiary  recorded  revenues  of  $252  million,  $16.8  million 
and  $19.8  million  during  the  past  three  years  and  a  net  loss  of  $2.1 
million  in  1982,  a  net  loss  of  $22  million  in  1981  and  a  net  loss  of 
$88  thousand  in  1980  (excluding  unusual  gain  from  sale  of  shopping 
centers  of  $1232  million  before  provision  for  income  taxes  in  the 
amount  of  $39.4  million;  Federated’s  equity  in  the  gain,  after 
provision  for  an  allocation  of  profit  sharing  retirement  expense,  net 
of  taxes,  amounted  to  $78.9  million).  In  1980  Realty  paid  a 
dividend  to  Federated  in  the  amount  of  $82  million. 


The  following  is  a  condensed  balance  sheet  of  Federated  Stores 
Realty,  Inc.: 


(millions) 

January  31, 
1983 

January  31, 
1982 

Assets: 

Investment  in  shopping  centers: 
Centers  in  operation 

$763 

$  613 

Centers  under  construction 

5.9 

29.4 

Other  assets 

15.0 

9.4 

$97  2 

$100.1 

Liabilities  and  Equity: 

Advances  from  Federated 
Department  Stores,  Lie. 

$69.6 

$  693 

Mortgage  debt 

16.4 

16.5 

Other  liabilities 

143 

15.1 

Equity  of  Federated 

Department  Stores,  Inc. 

(3-1) 

(1.0) 

$972 

$100.1 

Assets 

Total  assets  of  the  department  and  specialty  stores,  mass 
merchandising  stores,  supermarkets  and  central  office  are  as 
follows: 


( millions) 

January  29, 
1983 

January  30, 
1982 

January  31, 
1981 

Department  and 
specialty  stores 

$3,415.7 

$3,143.8 

$2,7223 

Mass  merchandising 

408.4 

2952 

3003 

Supermarkets 

3032 

231.8 

207.7 

Central  office 

447.0 

426.1 

3452 

$43743 

$4,096.9 

$33753 

Central  office  assets  include  investment  in  and  advances  to  two 
unconsolidated  wholly  owned  subsidiaries  and  properties  held  for 
future  development  or  disposition. 


Liabilities 

Accounts  payable  and  accrued  liabilities  at  year-end  are  set 
forth  below: 


(millions) 

January  29, 
1983 

January  30, 
1982 

Merchandise  and  expense 

accounts  payable 

$605.0 

$484.9 

Accrued  wages,  vacations 

and  sick  leave 

692 

60.5 

Taxes  other  than  income  taxes 

41.5 

33.8 

Other 

160.6 

153.0 

$8763 

$7322 
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On  January  31, 1982,  the  company  adopted  the  retroactive 
provisions  of  Statement  of  Financial  Accounting  Standards  No.  48, 
Revenue  Recognition  When  P  -.ght  of  Return  Exists.  Accordingly, 
the  company’s  consolidated  financial  data  included  herein  have 
been  restated  to  reflect  this  change  in  accounting.  The  effect  of  this 
change  on  net  income  was  not  material.  As  of  February  2, 1980, 
shareholders’  equity  and  income  taxes  payable  were  reduced  $4.6 
million  and  $4.9  million,  respectively,  and  accounts  payable  and 
accrued  liabilities  increased  $95  million. 

Financing 

Short-term  credit  lines  aggregating  S 713.5  million  were  available 
from  42  banks  throughout  the  year. 

During  1982  and  1981  average  short-term  borrowings 
(commercial  paper  and  master  trust  notes)  were  $465.7  million  and 
$250.6  million  and  the  maximum  outstanding  at  any  time  during 
the  year  was  $6512  million  and  $538.7  million,  respectively.  The 
weighted  daily  average  interest  rates  were  approximately  1L7% 
and  14.9%. 


The  long-term  debt  outstanding  at  year-end  is  summarized  below: 


(millions) 

January  29, 
1983 

January  30, 
1982 

Notes  due  to  2002, 7.95% 

$  95.0 

$100.0 

Three-year  extendable  notes 

to  1997, 14%% 

150.0 

— 

Sinking  fund  debentures  due  to 

2010, 10'/4% 

200.0 

200.0 

Sinking  fund  debentures  due  to 

2002, 7’/s% 

45.0 

463 

Sinking  fund  debentures  due  to 

1995,8%% 

29.9 

32.4 

Sinking  fund  debentures  due  to 

1997,735% 

11.6 

12.6 

Notes  due  to  1991, 10% 

8.0 

9.0 

Convertible  debentures  due  to 

1985,4'%% 

2.1 

3.4 

Other,  average  8%  and  7% 

29.1 

26.0 

570.7 

429.7 

Obligations  under 

capitalized  leases 

128.6 

1235 

$6993 

$5533 

Maturities  of  long-term  debt  other  than  capitalized  leases  vary  in 
the  next  five  years  in  annual  amounts  from  $8.6  million  to  $17.2 
million.  Thereafter,  to  the  year  2009,  maturities  vary  from  $8.0 
million  to  $165.7  million  (including  $150.0  million  due  in  1997 
on  the  three-year  extendable  notes)  annually,  and  in  the  year  2010, 
$48.0  million  will  be  due  on  the  10'/4%  sinking  fund  debentures. 
The  convertible  debentures  are  convertible  into  52  thousand  shares 
at  $41  per  share. 

On  October  15, 1982,  the  company  filed  a  shelf  registration 
statement  with  the  Securities  and  Exchange  Commission  for  up  to 
$300  million  of  debt  securities.  These  securities  will  be  offered  in 
one  or  more  sales  at  terms  to  be  determined  at  the  time  of  each  sale. 
Proceeds  will  be  used  to  reduce  short-term  indebtedness. 


The  company  generated  $457  million  in  cash  from  operations  in 
1982,  $456  million  in  1981  and  $383  million  in  1980.  At  the 
year-end,  working  capital  totaled  $761  million  in  1982  and  $723 
million  in  1981. 

Leases 

The  company  leases  a  portion  of  die  real  estate  and  personal 
property  used  in  its  operations.  Most  leases  require  the  company  to 
pay  real  estate  taxes  (recorded  as  taxes)  and  other  expenses,  some 
call  for  additional  amounts  based  on  percentages  of  sales  and  some 
contain  purchase  options. 

Minimum  rental  commitments  at  January  29, 1983,  for 
noncancellable  leases  are  as  follows: 


Capital 

Operating 

( millions) 

Leases 

Leases 

Total 

Fiscal  year: 

1983 

$  19.4 

$  315 

$  50.9 

1984 

19.1 

30.4 

495 

1985 

183 

29.7 

48.0 

1986 

16.7 

28.6 

453 

1987 

163 

263 

42.4 

After  1987 

162.0 

229.8 

391.8 

Total  minimum  lease  payments 

251.7 

$3763 

$627.9 

Less  estimated  executory  costs 

3.0 

Less  amount  representing  interest 

111.7 

Present  value  of  net  minimum 

capital  lease  payments 

$137.0 

Capitalized  leases  are  included  in  the  balance  sheet  as  property  and 
equipment  while  the  related  obligation  is  included  as  short-term 
($8.4  million)  and  long-term  ($128.6  million)  debt  The  charge  to 
income  for  the  amortization  of  capitalized  leases  in  the  amount  of 
$9.5  million,  $9.6  million  and  $8.4  million  for  fiscal  1982, 1981  and 
1980,  respectively,  is  included  in  depredation  and  amortization 
expense.  Total  minimum  lease  payments  shown  above  have  not 
been  reduced  by  minimum  sublease  rentals  of  approximately  $11.9 
million  on  capital  leases  and  $8.9  million  on  operating  leases. 


Rental  expense  consists  of: 


( millions ) 

1982 

1981 

1980 

Real  estate 

Capital  leases— 

Contingent  rentals 

$  2.0 

$  2.4 

$  2.1 

Operating  leases — 

Minimum  rentals 

363 

25.1 

21.6 

Contingent  rentals 

4.7 

4.4 

3.6 

Less  income  from  subleases — 

Capital  leases 

2.1 

1.8 

15 

Operating  leases 

5.1 

3.0 

2.9 

$35.8 

$27.1 

$22.9 

Personal  property — 

Operating  leases 

$33.1 

$283 

$233 
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Retirement,  Deferred  Compensation 
and  Stock  Plans 

Retirement  expense  aggregated  $51.9  million,  $55.5  million  and 
$58.4  million  in  1982, 1981  and  1980,  respectively.  These  amounts 
consist  of  contributions,  based  on  the  company’s  income,  paid 
annually  to  the  Retirement  Income  and  Thrift  Incentive  Plan  and 
four  other  deferred  payment  profit  sharing  plans  in  effect  for  the 
majority  of  covered  employees  (with  net  assets  aggregating  $563 
million  held  in  independent  trusts),  as  well  as  contributions  to  two 
defined  benefit  plans  (with  net  assets  and  benefits  shown  below). 
Generally,  employees  who  work  1,000  or  more  hours  in  one  year 
and  have  attained  age  25  are  covered  under  these  plans,  all  of 
which  are  qualified  under  Internal  Revenue  8ervice  regulations.  In 
addition,  retirement  expense  includes  contributions  to  certain 
multi-employer  plans  and  provision  for  supplementary  retirement 
benefits. 

Actuarially  determined  pension  costs  for  the  two  defined  benefit 
plans  are  accrued  and  funded  annually.  There  are  no  unfunded  prior 
service  liabilities.  Benefit  and  asset  information  for  these  plans, 
based  upon  actuarial  data  as  of  January  1982  and  January  1981,  is 
as  follows: 


(millions) 

1982 

1981 

Actuarial  present  value  (using  an  assumed 
rate  of  return  of  approximately  10%) 
of  accumulated  benefits: 

Vested 

Nonvest  ed 

$20.0 

1.4 

$20.8 

3.6 

$21.4 

$24.4 

Net  assets  available  for  plan  benefits 

$41.2 

$38.6 

Copies  of  the  Summary  Plan  Description  and  Summary  Annual 
Report  for  the  Retirement  Income  and  Thrift  Incentive  Plan  are 
available  from  the: 

Administrator 

Retirement  Income  and  Thrift  Incentive  Plan 
Federated  Department  Stores,  Inc. 

7  West  Seventh  Street 
Cincinnati,  OH  45202 


Deferred  compensation  and  supplementary  retirement  liability 
represents  principally  cash  and  stock  distributable  after  retirement 
or  termination  under  the  company’s  Executives  Deferred 
Compensation  Plan,  in  which  eligible  executives  may  elect  to  defer 
a  portion  of  their  compensation  each  year.  The  company  maintains 
shares  in  the  treasury  to  cover  the  number  it  estimates  will  be 
needed  for  distribution  of  stock  credits  currently  outstanding. 

Stock  option  transactions  under  the  1971, 1973, 1976  and  1980 
plans,  which  provide  for  grants  of  either  qualified  or  nonqualified 
options  at  not  less  than  100%  of  market  were  as  follows: 


1982 

1981 

(shares  in  thousands) 

Shares 

Grant 

Price 

Shares 

Grant 

Price 

Outstanding,  beginning 
of  year 

1,676.5 

$23-58 

1,618.9 

$23-58 

Granted  at  100% 
of  market 

328.4 

43-45 

2583 

40 

Expired  or  cancelled 

(270.9) 

23-58 

(144.8) 

23-58 

Exercised 

(376.4) 

23-47 

(55.9) 

23-32 

Outstanding, 
end  of  year 

1357.6 

$23-58 

1,676.5 

$23-58 

Exercisable, 
end  of  year 

704.0 

$23-58 

1,060.6 

$23-58 

Available  for 
additional  grants 

91L6 

The  1976  and  1980  plans  provide  for  the  possible  grant  of  stock 
appreciation  rights  in  connection  with  options  under  the  1971, 1973, 
1976  and  1980  plans.  Stock  appreciation  rights  for  299  thousand 
shares  were  outstanding  at  the  year-end. 

No  grants  were  made  in  1982  or  1981  under  the  restricted  stock 
purchase  plans  and  no  grants  were  outstanding  at  either  year-end. 
Of  the  450  thousand  shares  approved  by  the  shareholders  under  the 
1969  and  1974  plans,  213  thousand  shares  were  available  for  future 
grants  at  the  1982  year-end. 

The  1980  restricted  stock  grant  plan,  which  was  amended  in  1981, 
provides  that  grants  to  certain  key  executives  vest  ratably  over  five 
years  commencing  in  the  second,  third  or  fourth  year  from  the  date 
of  grant  at  the  discretion  of  the  $tock  Option  and  Management 
Compensation  Review  Committee.  Initially,  one  million  shares  of 
company  stock  were  reserved  for  issuance  under  the  plan.  At 
January  29, 1983, 102  thousand  shares  were  outstanding.  There 
were  898  thousand  shares  available  for  future  grants  as  of  January 
29,1983. 
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Supplementary  Information  on  Inflation 
and  Changing  Prices  (unaudited) 

The  Financial  Accounting  Standards  Board’s  Statement  33  — 
Financial  Reporting  and  Changing  Prices —requires,  in  the 
form  of  supplementary  data,  a  statement  of  income  adjusted 
for  inflation.  The  two  methods  prescribed  require  adjustment 
for  cost  of  inventories  and  of  fixed  assets.  One  method  is 
referred  to  as  the  “constant  dollar”  method  which  attempts 
to  hold  the  purchasing  power  of  the  dollar  constant  for  the 
two  categories  of  cost  that  require  adjustment.  The  other  is 
the  “current  cost”  method  which  is  intended  to  express  the 
effect  on  income  of  the  difference  between  the  historical  cost 
of  inventories  and  fixed  assets  and  the  current  cost  of 
replacing  them. 

The  “constant  dollar”  adjusted  data  were  determined  by 
converting  reported  inventory,  property  and  equipment, 
cost  of  sales  and  depreciation  expense  into  dollars  with 
purchasing  power  equivalent  to  average  1982  dollars  by  use 
of  the  CPI-U  index.  The  cost  of  fixed  assets,  accumulated 
depreciation  and  depreciation  expense  were  determined  by 
application  of  the  CPI-U  index  to  the  cost  of  such  assets 
acquired  each  year.  The  cost  of  inventories  at  year-end  and 
cost  of  sales  were  determined  by  use  of  the  CPI-U  index  and 
the  retail  inventory  method  in  accordance  with  the 
procedures  of  Statement  33. 

The  “changes  in  specific  prices”  or  “current  cost”  adjusted 
data  were  determined  by  use  of  various  indices.  “Current 
cost”  adjustments  for  property  and  equipment,  and  the 
related  depreciation  expense  were  determined  by  use  of 
published  indices  and  by  indices  developed  by  our  company 
as  well  as  by  the  use  of  market  value  quotations.  Flowever, 
the  values  so  determined  are  not  necessarily  representative 
of  amounts  for  which  these  assets  could  be  sold  or  of  the  cost 
of  future  replacement.  The  “current  cost”  of  year-end  inven¬ 
tories  and  cost  of  sales  were  calculated  by  use  of  the  retail 
inventory  method  stated  on  the  first-in,  first-out  basis  and  on 
the  last-in,  first-out  basis,  respectively.  In  connection  with  the 
application  of  the  last-in,  first-out  basis,  the  U.S.  Bureau  of 
Labor  Statistics  “Department  Store  Inventory  Price  Index” 
(BLS  index)  was  used,  as  it  relates  specifically  to  department 
store  commodities.  It  is  important  to  note  that  since  1941  our 
company  has  given  recognition  to  the  effect  of  inflation  in 
cost  of  sales  by  use  of  the  LIFO  (last-in,  first-out)  method  in 
our  financial  statements. 

One  of  the  most  significant  effects  of  inflation  is  in  the 
application  of  income  taxes  under  current  laws.  Statement 
33  serves  to  highlight  the  fact  that  income  taxation  is  not 
limited  to  only  true  economic  gain,  but  rather  to  income 
dollars  boosted  by  inflationary  factors.  The  wide  disparity  in 
the  income  tax  rates  shown  on  the  following  schedule 
represents  an  indication  of  a  serious  burden  to  private 
enterprise. 

Statement  33,  as  reflected  in  the  data  to  follow,  also 
requires  a  statement  of  the  change  in  the  value  of  monetary 


assets  and  liabilities  due  to  inflation;  this,  however,  does  not 
enter  into  the  determination  of  income  under  the  guidelines 
prescribed.  The  gain  from  decline  in  purchasing  power  of  net 
amounts  owed  is  primarily  attributable  to  debt  used  to 
finance  fixed  assets  and  inventories.  Since  the  effect  of 
inflation  on  fixed  assets  and  inventory  is  included  in  net 
income,  we  believe  that,  in  order  to  be  consistent,  the  effect 
of  inflation  on  the  related  liabilities  should  also  be  included 
in  the  computation  of  net  income.  We  have,  therefore, 
recognized  such  gain  in  the  earnings  per  share  in  the  Current 
Cost  disclosure  in  the  accompanying  schedule. 

At  January  29, 1983,  the  “current  cost”  of  inventory  was 
$1,205.2  million  and  the  “current  cost”  of  property  and 
equipment,  net  of  accumulated  depreciation,  was  $3,099.7 
million. 
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Average  1982  Dollars 


Schedule  of  Income  Adjusted  for  Changing  Prices 

For  the  52  weeks  ended  January  29,1983  As  Reported  in  Adjusted  for  Adjusted  for  Changes 

the  Financial  Statements  General  Inflation  in  Specific  Prices 

(m  thousands,  except  per  share  data)  (Historical  Cost)  (Constant  Dollar)  (Current  Cost) 


Net  Sales,  including  leased  department  sales 

$7,698,944 

$7,698,944 

$7,698,944 

Cost  of  sales,  including  occupancy  and  buying 
costs  (excluding  depreciation) 

Selling,  publicity,  delivery,  administrative  and  other 
expenses  (excluding  depreciation) 

Depreciation  and  amortization  expenses 

5,467,463 

1,628,286 

181,519 

5,492,546 

1,628,286 

275,116 

5,467,463 

1,628386 

273,817 

7,277,268 

7395,948 

7369,566 

Income  Before  Income  Taxes 

Provision  for  income  taxes 

421,676 

188,900 

302,996 

188,900 

329378 

188,900 

Effective  income  tax  rate 

44.8% 

623% 

57.4% 

Net  Income 

S  232,776 

S  114,096 

$  140,478 

Earnings  per  Share  of  Common  Stock 

S  4.79 

5  235 

$  2.89 

Gain  from  decline  in  purchasing  power  of  net  amounts  owed 

$  28,855 

$  28,855 

Earnings  per  Share  of  Common  Stock,  including  gain 
from  decline  in  purchasing  power  of  net  amounts  owed 

$  4.79 

$  3.49 

Excess  of  increase  in  specific  prices  over  increase 
in  general  price  level  of  inventories  and  fixed  assets 

$  92,782* 

$2,105,146 

$3,403302 

$3374,890 

* The  current  cost  of  inventories  and  fixed  assets  increased  by  $ 240.4 

million,  whereas  these  asset 

s  increased  by  $147.6  million  due  t 

o  general  price  level  changes. 

Five-Year  Comparison  of  Selected  Financial  Data 

Adjusted  for  Effects  of  Changing  Prices 


(in  thousands  of  average  1982  dollars,  except  per  share  data) 

1982 

1981 

1980 

1979 

1978 

Net  Sales,  including  leased  department  sales: 

CPI-U  index 

$7,698,944 

$7,489342 

$7320,011 

$7,645,052 

$7,943,604 

BLS  index 

7,698,944 

7 ,321,402 

6,877,374 

6,753,086 

6,598,007 

Historical  cost  information  adjusted  for 
general  inflation  (constant  dollar): 

Net  income 

$  114,096 

$  113,441 

$  155,816* 

$  102,722 

Earnings  per  share  of  common  stock 

$  235 

$  234 

$  332* 

$  2.12 

Net  assets  at  year-end 

$3,403302 

$3372,030 

$3305,241 

$3363,458 

Historical  cost  information  adjusted  for  changes 
in  specific  prices  (current  cost): 

Net  income 

$  140,478 

$  179379 

$  234313* 

$  182,984 

Earnings  per  share  of  common  stock 

$  2.89 

$  3.71 

$  4.84* 

$  3.79 

Net  assets  at  year-end 

$3374,890 

$3313,067 

$3311,045 

$3,180,850 

Excess  of  increase  in  specific  prices  over  increase  in 
general  price  level  of  inventories  and  fixed  assets 

$  92,782 

$  6,095 

$  (107,623) 

$  (173358) 

Gain  from  decline  in  purchasing  power  of  net 
amounts  owed 

$  28,855 

$  50397 

$  66,845 

$  75,776 

Cash  dividends  declared  per  share  of  common  stock 

$  2.10 

$  2.01 

$  2.09 

$  234 

$  239 

Market  price  per  share  of  common  stock  at  year-end 

$  46.16 

$  39.18 

$  35.13 

$  3331 

$  46.48 

Average  CPI-U  index 

289.4 

273.1 

249.1 

219.8 

196.9 

Percent  increase  in  average  CPI-U  index 

6.0 

9.6 

133 

11.6 

7.9 

Percent  increase  in  average  BLS  index 

3.6 

5.4 

6.6 

5.0 

4.2 

’Includmg  unusual  items  of  S67.5  million,  or  $1.39  per  share. 
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Federated  Department  Stores,  Inc. 

Management* s  Report 

To  the  Shareholders  of 
Federated  Department  Stores,  Inc. 

The  financial  statements  of  Federated  Department  Stores, 
Inc.,  were  prepared  in  accordance  with  generally  accepted 
accounting  principles.  The  integrity  and  consistency  of  these 
financial  statements  and  of  other  data  presented  in  this 
report  are  the  responsibility  of  management  and  properly 
include  some  amounts  that  are  based  upon  estimates  and 
judgments. 

The  company  maintains  a  system  of  internal  accounting 
controls,  which  is  supported  by  an  extensive  program  of 
internal  audits  with  appropriate  management  follow-up 
action  to  provide  reasonable  assurance,  at  appropriate  cost, 
that  the  company’s  assets  are  protected  and  transactions  are 
properly  recorded.  Additionally,  the  integrity  of  the  financial 
accounting  system  is  based  on  careful  selection  and  training 
of  qualified  personnel,  organizational  arrangements  which 
provide  for  appropriate  division  of  responsibilities  and  com¬ 
munication  of  established  written  policies  and  procedures. 

The  financial  statements  of  the  company  have  been 
examined  by  Touche  Ross  &  Co.,  independent  certified 
public  accountants.  Their  report,  which  appears  on  page  32, 
expresses  their  opinion  as  to  the  fair  presentation  of  the 
financial  statements  and  is  based  upon  their  independent 


examination  conducted  in  accordance  with  generally 
accepted  auditing  standards. 

The  Audit  Committee,  composed  solely  of  outside 
directors,  meets  periodically  with  the  independent  certified 
public  accountants,  the  internal  auditors  and  representatives 
of  management  to  discuss  auditing  and  financial  reporting 
matters.  In  addition,  the  independent  certified  public 
accountants  and  the  company’s  internal  auditors  meet 
periodically  with  the  Audit  Committee  without  management 
representatives  present  and  have  free  access  to  the  Audit 
Committee  at  any  time.  The  Audit  Committee  is  responsible 
for  recommending  to  the  Board  of  Directors  the  engagement 
of  the  independent  certified  public  accountants,  which  is 
subject  to  shareholder  approval. 

Howard  Goldfeder 

Chairman  and  Chief  Executive  Officer 

Will  M.  Storey 

Vice  Chairman  and  Chief  Financial  Officer 

Joseph  J.  Preminger 

Senior  Vice  President  and  Controller 


Equal  Employment  Opportunity  (unaudited) 

In  1982  the  company’s  divisions  continued  implementation  of  their 
voluntary  affirmative  action  programs.  During  the  five-year  period 
1978-1982  total  minority  employment  increased  from  19.8%  to 
23.5% ;  black  employment  increased  from  13.2%  to  15 3% ; 
Hispanic  employment  from  4.9%  to  6.1% .  The  representation  of 
minorities  among  officials,  managers  and  professionals 
classifications  increased  from  10.7%  in  1981  to  115%  in  1982. 

The  chart  below  shows  the  trend  of  the  company’s  performance 
during  the  five-year  period  1978-1982. 


SEC  Form  10-K  Report 

A  copy  of  the  company’s  annual  report  to  the  Securities  and 
Exchange  Commission  on  Form  10-K  is  available,  without  charge, 
upon  request  to: 

Director  of  Investor  Relations 

Federated  Department  Stores,  Inc 

7  West  Seventh  Street,  Cincinnati,  OH  45202 

For  management’s  discussion  and  analysis  of  financial  condition  and 
results  of  operations  and  a  ten-year  table  of  selected  financial  data, 
see  pages  33  and  36. 


Total 

Percentage 

Percentage 

Minority 

Percentage 

Black 

Percentage 

Hispanic 

Category 

1982 

1978 

1982 

1978 

1982 

1978 

1982 

1978 

1982 

1978 

Officials,  managers  and 
professionals 

19,216 

16,557 

58.4 

503 

115 

8.0 

6.7 

4.6 

2.8 

2.4 

Sales  workers 

60,416 

57,600 

81.6 

813 

18.4 

15.0 

11.8 

9.8 

4.7 

3.6 

Office  and  clerical  workers 

17,169 

17,499 

865 

87.1 

32.6 

26.8 

223 

18.4 

75 

6.0 

Craftsmen 

3,298 

3533 

31.4 

32.0 

26.6 

23.8 

115 

115 

12.0 

10.0 

Technicians 

1,886 

1,847 

59.2 

53.6 

32.7 

26.6 

17.1 

13.9 

113 

93 
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Federated  Department  Stores,  Inc. 

Summary  of 

Significant  Accounting  Policies 

All  subsidiaries  are  consolidated,  except  Federated  Stores 
Realty,  Inc.,  a  wholly  owned  real  estate  subsidiary  and 
Federated  Acceptance  Corporation,  a  wholly  owned  finance 
subsidiary. 

Installments  of  deferred  payment  accounts  maturing  after 
one  year  are  included  in  current  assets  in  accordance  with 
industry  practice.  The  amounts  of  such  installments 
remaining  unpaid  after  one  year,  based  on  past  experience, 
are  not  material.  Profits  on  installment  sales  are  included  in 
income  when  the  sales  are  made. 

Merchandise  inventories  are  substantially  all  valued  by 
the  retail  method  and  stated  on  the  LIFO  (last-in,  first-out) 
basis,  which  is  lower  than  market.  The  LIFO  basis  is  applied 
to  give  recognition  to  the  effects  of  inflation  in  the  cost  of 
sales  by  matching  current  costs  with  current  revenues. 

Depreciation  and  amortization  are  provided  primarily  on 
a  straight-line  basis  for  book  purposes  over  the  shorter  of 
estimated  asset  lives  or  lease  terms. 

Real  estate  taxes  and  interest  on  construction  in  progress 
and  land  under  development  are  capitalized.  Amounts 
capitalized  are  amortized  over  the  estimated  lives  of 
depreciable  assets. 

Investment  tax  credits  are  accounted  for  under  the  flow 
through  method.  Deferred  income  taxes  are  provided  on 
non-permanent  differences  between  reported  and  taxable 
income,  principally  accelerated  depreciation,  deferred 
compensation  and  the  deferment  of  gross  margin  on 
installment  sales. 

Certain  reclassifications  were  made  to  conform  to  current 
year  presentation. 


Accountants’  Report 

Touche  Ross  &  Co. 

1633  Broadway 

New  York,  New  York  10019 

Board  of  Directors  and  Shareholders, 

Federated  Department  Stores,  Inc. 

We  have  examined  the  consolidated  balance  sheets  of 
Federated  Department  Stores,  Inc.,  and  subsidiaries  as  of 
January  29, 1983  and  January  30, 1982,  and  the  related 
statements  of  income,  shareholders’  equity  and  changes  in 
financial  position  for  each  of  the  three  years  in  the  period 
ended  January  29, 1983.  Our  examinations  were  made  in 
accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

In  our  opinion,  the  consolidated  financial  statements 
referred  to  above  present  fairly  the  financial  position  of 
Federated  Department  Stores,  Inc.,  and  subsidiaries  at 
January  29, 1983  and  January  30, 1982,  and  the  results  of 
their  operations  and  the  changes  in  their  financial  position 
for  each  of  the  three  years  in  the  period  ended  January  29, 
1983,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  consistent  basis. 

March  16, 1983 

Touche  Ross  &  Co. 

Certified  Public  Accountants 
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Management's  Discussion  and  Analysis  of 
Financial  Condition  and  Results  of  Operations 

The  following  discusses  the  company’s  financial  condition  and 
results  of  operations  during  the  three  years  ended  January  29, 

1983,  which  are  presented  in  the  accompanying  financial 
statements.  Note  the  Five-Year  Operating  Data  shown  on  page  34 
and  the  Consolidated  Ten-Year  Table  of  Selected  Financial  Data 
shown  on  page  36. 

Results  of  Operations 

Earnings  for  1982  were  $232.8  million,  or  S4.79  per  share,  a 
decrease  of  9.9%  from  1981  earnings  of  $2583  million,  or  $533 
per  share.  Poor  operating  results  at  some  divisions,  weak  demand 
for  consumer  goods  until  well  into  the  fourth  fiscal  quarter, 
extension  of  the  recession  to  areas  of  the  country  not  previously 
affected  by  the  economic  downturn  and  costs  of  ambitious 
expansion  programs  had  a  negative  impact  on  earnings  for  fiscal 
1982.  Earnings  for  1981  of  $2583  million  had  increased  18.1%  over 

1980  earnings  of  $218.7  million,  excluding  unusual  items.  The 
unusual  items  in  1980  totaled  $58.1  million  and  included  equity  in 
the  gain  on  the  sale  of  two  shopping  center  properties,  the  write-off 
of  investment  in  certain  downtown  stores  and  a  special  payment  to 
a  Federated  Department  Stores  charitable  foundation. 

Sales  for  the  52  weeks  ended  January  29, 1983,  increased  8.9% 
compared  with  a  12.2%  increase  in  the  previous  year.  The  increases 
in  sales  in  1982  and  1981  reflect  investment  in  new  and  expanded 
stores  and  the  effects  of  inflation.  The  impact  of  inflation  is 
discussed  in  further  detail  on  page  29  of  this  report 

Department  and  specialty  stores’  sales  increased  7.1%  in  fiscal 
1982  as  compared  to  a  12.6%  increase  in  the  year  before.  Operating 
profit  of  the  department  and  specialty  stores  segment  was  $504.0 
million  in  1982,  $552.4  million  in  1981  and  $474.1  million  in  1980. 
Gross  margin  rate  decreased  in  1982  from  the  preceding  year  due  to 
aggressive  promotions  to  induce  higher  sales.  In  1982,  the  company 
added  a  net  of  12  department  stores.  The  segment  also  includes  The 
Children’s  Place  specialty  stores  acquired  in  1982  with  89  locations 
at  year-end. 

The  mass  merchandising  stores’  sales  increased  16.5%  in  1982  as 
compared  to  a  4.7%  increase  in  the  prior  year.  If  the  sales  of  mass 
merchandising  stores  closed  during  1981  in  California  and  Florida 
are  excluded,  the  sales  increases  would  be  28.5%  and  113% , 
respectively.  Mass  merchandising  stores’  operating  profit  was  $23.8 
million  in  1982,  $173  million  in  1981  and  $133  million  in  1980. 

Gross  margin  rate  of  mass  merchandising  stores  continued  to 
improve  in  1982.  This  segment  added  21  new  stores  in  1982, 
including  7  stores  as  a  result  of  the  acquisition  of  Twin  Fair 
Distributors  Corporation. 

Sales  of  supermarkets  increased  12.7%  in  1982  and  15.4%  in 

1981  Excluding  sales  of  the  northern  California  supermarkets, 
which  were  closed  in  1980,  the  1981  sales  increase  would  have  been 
17.1% .  Supermarkets’  operating  profit  was  $373  million  in  1982, 
$343  million  in  1981  and  $233  million  in  1980.  Gross  margin  rate 
continued  to  improve  in  1982.  A  net  addition  of  17  supermarkets 
was  made  in  1982  reflecting  the  Market  Basket  stores  acquired  in 
the  fall  of  the  year. 

Consolidated  cost  of  sales,  including  occupancy  and  buying  costs, 
as  a  percent  to  sales  for  1982, 1981  and  1980  was  73.0% ,  723%  and 


72.8% ,  respectively.  Selling,  publicity,  delivery  and  administrative 
expenses  as  a  percent  to  sales  were  19.8% ,  19.6%  and  19.4%  for 
1982, 1981  and  1980,  respectively. 

Depreciation  and  amortization  expense  was  $1813  million  in 
1982,  reflecting  significant  additions  to  property,  compared  to 
$156.9  million  in  1981  and  $1483  million  in  1980.  Advertising 
expense  amounted  to  $199.5  million  in  1982,  $1683  million  in  1981 
and  $148.0  million  in  1980.  This  1982  expense  increase  reflects 
additional  sales  promotion  efforts. 

Provision  for  doubtful  accounts  increased  to  $353  million  in 
1982  as  a  result  of  higher  credit  sales  and  increased  reserve 
requirements.  The  provision  for  1981  and  1980  was  $273  million 
and  $30.9  million,  respectively.  Credit  sales,  as  a  percent  of  total 
sales,  continued  to  increase  in  fiscal  1982. 1980  credit  sales  had  been 
adversely  impacted  by  credit  control  regulations  imposed  by  the 
Federal  Reserve  Board,  which  were  subsequently  rescinded. 

Interest  expense  increased  $29.8  million  to  $96.8  million  in  1982 
compared  to  a  $10.1  million  increase  in  1981,  principally  because  of 
a  greater  level  of  borrowing  in  1982  related  to  the  company’s 
expansion  program.  Interest  costs  had  been  reduced  during  the 
latter  part  of 1980  and  the  first  part  of  1981,  principally  because  of 
the  receipt  of  funds  made  available  from  the  sale  of  two  shopping 
center  properties  and  from  the  sale  of  $200  million  of  debentures 
carrying  a  favorable  interest  rate,  both  of  which  occurred  in  1980. 

Provision  for  income  taxes  decreased  $25.8  million  in  1982 
compared  to  a  $5L0  million  increase  in  1981,  because  of  lower 
income  in  the  most  recent  year.  $ee  page  23  for  an  explanation  of 
effective  income  tax  rates. 

During  1982,  the  company  added  4.6  million  square  feet  of  retail 
space,  including  the  retail  space  added  through  the  acquisitions  of 
The  Children’s  Place,  Inc. ,  and  Twin  Fair  Distributors  Corporation. 
This  compares  to  the  2.7  million  square  feet  of  retail  space  added  in 
1981,  before  reduction  for  the  mass  merchandising  stores  closed  in 
Florida  and  California  in  that  year.  See  page  25  for  details  of  the  23 
million  square  feet  of  space  planned  to  be  added  in  1983. 

Liquidity  and  Capital  Resources 

At  year-end,  short-term  borrowings  (commercial  paper  and  master 
trust  notes)  were  $4003  million  supported  by  bank  credit  lines  of 
$7133  million.  Total  debt  at  year-end  was  $1,116.6  million. 

It  is  the  company’s  policy  to  finance  new  stores  and  base-level 
working  capital  with  long-term  debt  and  to  reserve  short-term  debt 
for  seasonal  working  capital  needs.  It  is  also  the  company’s  policy  to 
convert  short-term  debt  to  long-term  at  times  of  favorable  interest 
rates.  During  1982,  the  company  converted  $150  million  of 
short-term  indebtedness  to  long-term  debt  in  the  form  of  three-year 
extendable  notes  having  a  maximum  maturity  of  fifteen  years. 
Additionally,  the  company  filed  a  shelf  registration  statement  with 
the  Securities  and  Exchange  Commission  for  up  to  $300  million  of 
debt  securities  that  are  planned  to  be  offered  in  one  or  more  sales. 
In  the  operation  of  our  present  business,  the  company  does  not 
foresee  the  need  for  additional  equity  financing. 
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Federated  Department  Stores,  Inc. 

Five-Year  Operating  Data-by  Business  Segment 


1982 

Percent 

(in  millions) 

Amount 

of  Total 

Net  Sales 

Department  and  Specialty  Stores 

$5,6003 

72.7% 

Mass  Merchandising— Excluding  Closed  Divisions 

822.9 

10.7 

Mass  Merchandising— Closed  Divisions 

- 

- 

Supermarkets 

1375.7 

16.6 

Total 

$7,698.9 

100.0% 

Operating  Profit 

Department  and  Specialty  Stores 

$  504.0 

893% 

Mass  Merchandising— Excluding  Closed  Divisions 

23.8 

43 

Mass  Merchandising  —  Closed  Divisions 

- 

- 

Supermarkets 

37.5 

6.6 

Total 

5653 

100.0% 

Central  Office  Costs  and  Other  Non-Operating  Items 

46.8 

Interest  Expense 

106.8 

Interest  Capitalized 

(10.0) 

Unusual  Items 

— 

Income  Before  Income  Taxes 

421.7 

Income  Taxes 

188.9 

Net  Income 

$  232.8 

Depreciation  and  Amortization 

Department  and  Specialty  Stores 

S  138.5 

763% 

Mass  Merchandising— Excluding  Closed  Divisions 

17.1 

9.4 

Mass  Merchandising— Closed  Divisions 

- 

- 

Supermarkets 

19.9 

11.0 

Central  Office 

6.0 

33 

Total 

$  1813 

100.0% 

Capital  Expenditures 

Land 

Building,  Fixtures  and  Equipment 

S  38.1 

9.1% 

Department  and  Specialty  Stores 

234.4 

55.7 

Mass  Merchandising 

60.8 

14.4 

Supermarkets 

76.0 

18.0 

Central  Office 

11.7 

2.8 

Total 

S  421.0 

100.0% 

* Equity  in  gain  on  sale  of  shopping  centers  ($78,899,000  ne 

t  of  taxes),  less  write-off  of 

unrecoverable  downtown  store  investments  ($26,710,000  before  taxes)  and  a 
special  payment  to  Federated’s  charitable  foundation  (S15,000,000  before  taxes). 

Number  of  Stores 

Department  and  Specialty  Stores 

310* 

Mass  Merchandising 

80 

Supermarkets 

118 

Total 

508 

Gross  Square  Feet  of  Store  Space  (thousands) 

Department  and  Specialty  Stores 

45,691* 

Mass  Merchandising 

8,717 

Supermarkets 

4,028 

Total 

58,436 

* Includes  The  Children’s  Place  (acquired  in  1982)  with  89  stores  and  439,000  gross 
square  feet  of  store  space  in  operation  at  year-end. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


1981 

1980 

1979 

1978 

Percent 

Percent 

Percent 

Percent 

Amount 

of  Total 

Amount 

of  Total 

Amount 

of  Total 

Amount 

of  Total 

$5,229 2 

74.0% 

$4,6453 

73.7% 

$4,2803 

73.7% 

$3,958.1 

73 2% 

663.5 

9.4 

624.6 

9.9 

5933 

102 

537.4 

9.9 

42.9 

.6 

50.1 

.8 

503 

.9 

572 

1.1 

1,132.1 

16.0 

980.8 

15.6 

882.7 

152 

851.9 

15.8 

$7,067.7 

100.0% 

$6300.7 

100.0% 

$5,806.4 

100.0% 

$5,404.6 

100.0% 

$  552.4 

91.5% 

$  474.1 

92.8% 

$  439.9 

903% 

$  432.6 

91.6% 

18.8 

3.1 

11.9 

23 

24.5 

5.0 

21.7 

4.6 

(1.6) 

(3) 

1.4 

3 

1.5 

3 

1.8 

.4 

343 

5.7 

23.5 

4.6 

203 

42 

163 

3.4 

603.9 

100.0% 

510.9 

100.0% 

486.1 

100.0% 

472.4 

100.0% 

63.9 

50.7 

573 

552 

78.1 

693 

61.4 

48.4 

(11.1) 

(12.4) 

(63) 

(5.0) 

— 

37.2* 

— 

— 

473.0 

440.5 

373.6 

373.8 

214.7 

163.7 

1713 

177.1 

5  2583 

$  276.8 

$  2023 

$  196.7 

$  117.9 

75.2% 

$  1033 

73.0% 

$  97.1 

74.9% 

$  87.0 

74.7% 

153 

9.8 

13.8 

9.4 

12.9 

10.0 

12.1 

10.4 

.7 

.4 

.8 

.5 

.8 

.6 

.8 

.7 

173 

11.0 

15.5 

103 

14.0 

10.8 

13.1 

113 

5.7 

3.6 

9.8 

6.6 

4.7 

3.7 

3.4 

2.9 

$  156.9 

100.0% 

$  1483 

100.0% 

$  1293 

100.0% 

$  116.4 

100.0% 

$  30.1 

7.8% 

$  273 

8.7% 

$  292 

9.1% 

$  13.5 

5.6% 

287 2 

73.9 

228.9 

73.1 

2162 

672 

179.1 

74.7 

30.1 

7.8 

213 

6.8 

14.9 

4.6 

15.9 

6.6 

25.1 

6.5 

293 

93 

36.1 

112 

10.8 

43 

15.7 

4.0 

6.6 

2.1 

253 

7.9 

20.7 

8.6 

$  3883 

100.0% 

$  3133 

100.0% 

$  321.7 

100.0% 

$  240.0 

100.0% 

209 

59 

101 

193 

69 

96 

183 

66 

97 

175 

64 

98 

369 

358 

346 

337 

43,656 

41331 

39303 

38,037 

6,804 

7,763 

7301 

7309 

3,409 

3239 

3240 

3263 

53,869 

52333 

50,044 

48,609 
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Federated  Department  Stores,  Inc. 

Consolidated  Ten-Year 
Table  of  Selected  Financial  Data 


Notes: 

(1)  Based  on  average  number  of  shares  outstanding 
during  the  year. 

(2)  Excluding  unusual  items. 

(3)  Based  on  average  of  shareholders’  equity  at 
beginning  and  end  of  year. 

(4)  Long-term  debt  divided  by  shareholders’  equity. 

(5)  Based  on  high  and  low  market  prices  during  the  year. 

(6)  Based  on  number  of  shares  outstanding 
at  end  of  year. 


(dollars  in  millions,  except  per  share  data) 

1982 

Operations 

Net  sales 

$7,698.9 

Net  income  excluding  unusual  items 

232.8 

Net  income  including  unusual  items 

232.8 

Net  income  per  share  of  common  stock,  excluding  unusual  items* 

4.79 

Net  income  per  share  of  common  stock,  including  unusual  items*1) 

4.79 

Net  income  -  fully  diluted,  per  share  of  common  stock, 

excluding  unusual  items 

4.67 

Cash  from  operations 

457.1 

Cash  dividends  per  share  of  common  stock 

2.10 

Depreciation  and  amortization 

181.5 

Year-End  Financial  Position 

Assets 

$4,574.3 

Working  capital 

760.7 

Long-term  debt 

699.3 

Shareholders’  equity 

2,105.1 

Financial  Ratios 

Percent  of  sales 

Income  before  income  taxes*2) 

5.5% 

Net  income*2) 

3.0% 

Return  on  shareholders’  equity*2-2) 

11.4% 

Current  ratio 

1.49:1 

Debt-to-equity  ratio*4' 

33:1 

Price  earnings  ratio  *2-5> 

High 

11.3 

Low 

7.5 

Other  Information 

Dividends  paid 

$  102.0 

Capital  expenditures 

$  421.0 

Market  price  per  share  of  common  stock  (high-low) 

$  54-36 

Shareholders’  equity  per  share  of  common  stock  <6> 

$  43.44 

Number  of  stores  (all  segments)  at  year-end 

508 

Square  feet  of  gross  store  space  (millions) 

58.4 

Number  of  employees  (thousands) 

124.6 

Average  number  of  shares  outstanding  (millions) 

48.6 

Number  of  shar  eholders  (thousands) 

233 
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1981 

1980 

2979 

1978 

1977 

1976 

1975 

1974 

1973 

$7,067.7 

$6,300.7 

$5,806.4 

$5,404.6 

$4,923.4 

$4,446.6 

$4,061.9 

$3375.9 

$33522 

2583 

218.7 

2023 

196.7 

195.1 

166.6 

167.7 

1253 

123.6 

258.3 

276.8 

2023 

196.7 

195.1 

166.6 

167.7 

1253 

123.6 

533 

4.52 

4.19 

4.08 

4.05 

3.47 

3.50 

2.62 

2.59 

533 

5.72 

4.19 

4.08 

4.05 

3.47 

3.50 

2.62 

2.59 

5.17 

439 

4.06 

3.96 

3.94 

337 

3.40 

2.55 

2.51 

456.1 

382.5 

360.2 

332.8 

317.0 

274.4 

263.4 

209.7 

192.6 

1.90 

1.80 

1.70 

1.62V2 

1.49V2 

1.38'/2 

1.22 

1.16 

1.08 

156.9 

148.2 

129.5 

116.4 

102.1 

89.5 

78.1 

68.6 

57.9 

$4,096.9 

$3,575.5 

$3,2953 

$2,956.4 

$2,632.0 

$2389.1 

$2,122.5 

$1,8862 

$1,772.1 

7233 

782.6 

542.9 

581.5 

581.4 

485.6 

454.7 

456.7 

441.6 

553.2 

552.8 

3613 

359.4 

371.8 

329.9 

271.7 

2793 

257.8 

1,980.7 

1,815.9 

1,623.2 

1,501.6 

13823 

1358.1 

1,155.6 

1,043.1 

971.9 

6.7% 

6.4% 

6.4% 

6.9% 

7.7% 

73% 

8.2% 

7.0% 

7.5% 

3.7% 

3.5% 

3.5% 

3.6% 

4.0% 

3.7% 

4.1% 

3.5% 

3.8% 

13.6% 

12.9% 

12.9% 

13.6% 

14.8% 

13.8% 

153% 

12.4% 

132% 

1.53:1 

1.75:1 

1.47:1 

1.61:1 

1.77:1 

1.70:1 

1.75:1 

1.94:1 

1.92:1 

.28:1 

.30:1 

.22:1 

.24:1 

.27:1 

.26:1 

.24:1 

.27:1 

27:1 

8.1 

8.0 

7.9 

10.1 

11.0 

173 

16.2 

143 

20.7 

5.6 

4.7 

6.1 

7.4 

8.1 

12.1 

9.4 

7.7 

103 

$ 

92.1 

$  87.1 

$  82.1 

$  783 

$  71.9 

$ 

66.9 

$  59.1 

$ 

56  2 

$ 

523 

$ 

388.2 

$  3133 

$  321.7 

$  240.0 

$  223.7 

$ 

2253 

$  186.8 

$ 

169.1 

$ 

180.6 

$ 

43-30 

$  36-21 

$  33-25 

$  41-30 

$  44-33 

$ 

60-42 

$  57-33 

$ 

37-20 

$ 

53-27 

$ 

40.91 

$  37.51 

$  33.61 

$  31.15 

$  28.73 

$ 

26.18 

$  24.10 

$ 

21.82 

$ 

2036 

369 

358 

346 

337 

323 

303 

283 

263 

243 

53.9 

523 

50.0 

48.6 

46.4 

43.9 

41.2 

38.7 

362 

120.8 

116.6 

112.5 

113.2 

110.0 

108.0 

98.5 

92.5 

93.0 

48.5 

48.4 

483 

48.2 

48.1 

48.1 

48.0 

47.8 

47.8 

25.0 

25.3 

25.8 

273 

28.6 

28.8 

29.6 

30.5 

30J5 

37 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Board  of  Directors 


Note:  The  figures  in  parentheses  refer  to  the 
board  committees  listed  on  page  40. 


Charlotte  Beers  (3) 

member  of  the  board  of  directors  since  1980; 
chief  executive  officer  of  Tatham-Laird  & 
Kudner. 


Richard  M.  Bressler  (2,4) 
member  of  the  board  of  directors  since  1980; 
chairman  of  the  board  and  chief  executive 
officer  of  Burlington  Northern  Inc.,  also  on  the 
boards  of  El  Paso  Company,  Honeywell  Inc., 
Penn  Mutual  Life  Insurance  Company  and 
SeaFirst  Corporation. 


James  L.  Ferguson  (2.4) 
member  of  the  board  of  directors  since  1979; 
chairman  and  chief  executive  officer  of  General 
Foods  Corporation;  also  on  the  boards  of  Chase 
Manhattan  Bank,  N.A.,  Chase  Manhattan 
Corporation  and  Union  Carbide  Corporation. 


Howard  Goldfeder  (1) 

member  of  the  board  of  directors  since  1976; 
chairman  and  chief  executive  officer  of 
Federated;  also  on  the  boards  of  Champion 
International  Corporation  and  Connecticut 
Mutual  Life  Insurance  Company. 


Dr.  Jerome  H.  Holland  (3,5) 
member  of  the  board  of  directors  since  1972; 
former  president  of  Hampton  Institute  and 
former  U.S.  Ambassador  to  Sweden;  also  on  the 
boards  of  American  Telephone  &  Telegraph 
Company,  Chrysler  Corporation,  The 
Continental  Corporation,  Culbro  Corporation, 
General  Foods  Corporation,  Manufacturers 
Hanover  Corporation,  Pan  American  Banks, 
Inc.,  Union  Carbide  Corporation  and  Zum 
Industries,  Inc. 


Howard  W.  Johnson  (3,5) 
member  of  the  board  of  directors  since  1966; 
chairman  of  the  Corporation  of  the 
Massachusetts  Institute  of  Technology;  also  on 
the  boards  of  Champion  International 
Corporation,  E.I.  duPont  de  Nemours  and 
Company,  John  Hancock  Mutual  Life  Insurance 
Company,  J.  P.  Morgan  &  Co.,  Inc.,  Morgan 
Guaranty  Trust  Company  of  New  York  and  The 
Reader’s  Digest  Association,  Inc. 


Reginald  H.  Jones  (2,4) 
member  of  the  board  of  directors  since  1980; 
retired  chairman  of  the  board  of  General 
Electric  Company;  also  on  the  boards  of  ASA 
Ltd.,  Bethlehem  Steel  Corporation,  General 
Reinsurance  Company,  General  Signal 
Corporation  and  Merck  &  Co.,  Inc. 


Bernard  S.  Klayf 

member  of  the  board  of  directors  since  1980; 
executive  vice  president  of  Federated;  also  on 
the  boards  of  Cincinnati  Equitable  Insurance 
Company,  its  Kreidler  Insurance  Company 
subsidiary  and  West  Shell.  Inc. 
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Ralph  Lazarus  (1) 

member  of  the  board  of  directors  since  1951; 
chairman  of  the  executive  committee  of 
Federated;  also  on  the  boards  of  Chase 
Manhattan  Bank.  N.A..  Chase  Manhattan 
Corporation,  General  Electric  Company  and 
Scott  Paper  Company. 


G.  William  Miller  (4.5) 
reelected  to  the  board  of  directors  in  February 
1981,  member  from  December  1976  to  March 
1978;  chairman  of  G.  William  Miller  &  Co.,  Inc., 
former  Secretary  of  U.S.  Treasury  and  former 
chairman  of  Federal  Reserve  Board;  also  on  the 
board  of  Repligen  Corporation  and  chairman 
and  a  director  of  TAG  Group  U.S.  A..  Inc. 


Daniel  W.  LeBlond  (1,2,5) 
member  of  the  board  of  directors  since  1975; 
president  and  chief  executive  officer  of  LeBlond 
Makino  Machine  Tool  Company;  also  on  the 
boards  of  Eagle-Picher  Industries,  Inc.,  The  Fifth 
Third  Bank  (Cincinnati)  and  The  Ohio  National 
Life  Insurance  Company. 


Peter  G.  Peterson  (3,4) 
member  of  the  board  of  directors  since  1973; 
chairman  of  the  board  of  Lehman  Brothers 
Kuhn  Loeb  Incorporated;  also  on  the  boards  of 
Black  &  Decker  Manufacturing  Company, 
General  Foods  Corporation,  Minnesota  Mining 
&  Manufacturing  Company  and  RCA 
Corporation. 


Edmund  W.  Littlefield  (3,4) 
member  of  the  board  of  directors  since  1977; 
chairman  of  the  executive  committee  of  Utah 
International,  Inc.,  also  on  the  boards  of 
General  Electric  Company,  Industrial  Indemnity 
Company,  Southern  Pacific  Company  and  W’ells 
Fargo  &  Company. 


Donald  J.  Stone  (1) 

member  of  the  board  of  directors  since  1980; 
vice  chairman  of  Federated;  also  on  the  board  of 
Mercantile  Texas  Corporation. 


Will  M.  Storey  (1) 

elected  to  the  board  of  directors  m  May,  1982; 
vice  chairman  of  Federated. 


Marvin  S.  Traub 

member  of  the  board  of  directors  since  1979; 
chairman  of  Bloomingdale’s. 


Kathryn  D.  Wriston  CL2,5) 
member  of  the  board  of  directors  since  1975; 
member  of  the  Bar  of  the  State  of  New  York; 
also  on  the  boards  of  Southern  Pacific  Company 
and  Union  Carbide  Corporation. 
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Committees 


L  Executive  Committee 

This  committee  composed  of  six  members  of 
the  board  of  directors,  may  exercise  all  the 
powers  of  the  board  of  directors  except  the 
powers  to  declare  dividends,  amend  the  by-laws, 
elect  officers  or  change  prior  board  actions. 

2.  Audit  Committee 

This  committee,  composed  of  directors  who 
are  not  employees  of  the  company,  recommends 
the  independent  auditors  to  be  employed  by  the 
company  and  consults  with  these  auditors  as 
necessary.  It  reviews  the  findings  and 
recommendations  of  the  auditors,  meets  from 
time  to  time  with  the  company's  internal  audit 
staff,  and  makes  suggestions  to  the  board  when 
needed. 

3.  Nominating  Committee 

This  committee,  composed  of  directors  who 
are  not  employees  of  the  company,  makes 
recommendations  to  the  board  regarding  the 
composition  and  size  of  the  board.  It  reviews 
suggestions  from  shareholders  and  others  as  to 
candidates  for  the  board  and  proposes  to  the  full 
board  the  slate  of  directors  for  submission  to  the 
shareholders  at  the  annual  meeting. 

4.  Stock  Option  and  Management 

Compensation  Review  Committee 

This  committee,  composed  of  directors  who 
are  not  employees  of  the  company,  determines 
and  recommends  to  the  board  the  remuneration 
arrangements  for  the  chairman,  reviews  and 
approves  remuneration  arrangements  for  other 
senior  management,  grants  benefits  under  the 
company’s  stock  option  and  restricted  stock 
plans,  and  reviews  the  quality  and  depth  of  the 
management  organization  of  the  company. 

5.  Executives  Deferred  Compensation  Plan 

and  Retirement  Plans  Committee 

This  committee,  composed  of  directors  who 
are  not  employees  of  the  company,  oversees 
generally  the  administration,  adequacy  and 
performance  of  the  company’s  deferred 
compensation  and  retirement  plans. 


Officers 

Howard  Goldfeder 

Chairman  and  Chief 
Executive  Officer 
Donald  J.  Stone 
Vice  Chairman 
Will  M.  Storey 
Vice  Chairman 
Ralph  Lazarus 
Chairman  of  the 
Executive  Committee 
Bernard  S.  Klayf 
Executive  Vice  President 
Norman  S.  Matthews 
Executive  Vice  President 
Thomas  G.  Cody 
Senior  Vice  President 

Rudolph  L.  Hirsch 

Senior  Vice  President 

Harold  E  Johnson 

Senior  Vice  President 
Joseph  J.  Preminger 
Senior  Vice  President 
and  Controller 
Gene  Rappeport 
Senior  Vice  President 

James  B.  Selonick 

Senior  Vice  President 


Phyllis  S.  Sewell 
Senior  Vice  President 
Boris  Auerbach 
Vice  President  and 
Secretary 

Benjamin  W.  Borne 
Vice  President 
R.  Brayton  Bowen  Jr. 
Vice  President 
Walter  A.  Couper 
Vice  President 

Audian  Dunham 

Vice  President 

Samuel  E  Dyer 

Vice  President 

James  M.  Leahy 

Vice  President  and 
Treasurer 

H.  Stewart  Rose 
Vice  President 
Paul  P.  Thiemann 
Vice  President 
Marvin  S.  Traub 
Vice  President 


Transfer  Agents  and  Registrars 


Manufacturers  Hanover 
Trust  Company 

Stock  Transfer  Department 
450  West  33rd  Street 
New  York,  NY  10001 


The  First  National  Bank 
of  Chicago 

One  First  National  Plaza 
Chicago,  IL  60670 


Dividend  Investment  Service 


Federated  shareholders  may  elect  to  increase  their 
investment  in  the  corporation  by  requesting  that 
their  dividends  be  invested  automatically  in 
additional  shares.  They  may  also  elect  to  purchase 
shares  by  making  monthly  cash  deposits.  There  is  no 
commission  or  charge  for  this  service.  Participation 
is  voluntary  and  may  be  terminated  at  any  time.  For 
information  write  to  Manufacturers  Hanover  Trust 
Company,  Dividend  Reinvestment  Department, 
P.O.  Box  24850,  Church  Street  Station,  New  York, 
NY  10249. 


The  principal  market  in  which  the  common 
stock  of  Federated  Department  Stores,  Inc.,  is 
traded  is  the  New  York  Stock  Exchange. 
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